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ALASKA AND WEST COAST TRANSPORTATION 
PROBLEMS 


MONDAY, OCTOBER 10, 1955 


UNITED STATES SENATE, 
COMMITTER ON INTERSTATE AND FOREIGN COMMERCE, 
Anchorage, Alaska. 

The committee met at 2 p. m., in the Z. J. Loussae Library, An- 
chorage, Alaska, Senator Warren G. Magnuson (chairman) presiding. 

Present: Senator Schoeppel and Delegate Bartlett.? 

Senator Magnuson. The committee will come to order. 

First of all, on behalf of Senator Schoeppel and myself, and the 
staff, we want to say that we appreciate you all coming here. Some 
of this was done on short notice, and we had many, many problems that 
are under the direct jurisdiction of the committee, the Senate Com- 
mittee on Interstate and Foreign Commerce. They, of course, in- 
clude the very important matters of the rate regulation, the matter 
of rates to the Territory. They also include the almost equally im- 
portant matters of air transportation from the Territory and intra 
Alaskan airlines transportation. We are quite familiar with the fact 
that air is becoming rapidly the real mode of transportation, partic- 
ularly passenge rwise, and light express in the whole Territory, and 
you are quite dependent upon it. 

Thirdly, the committee has also the jurisdiction over all the mari- 
time matters, and the subcommittee of the Committee on Merchant 
Marine has been quite active in that regard. 

And then lastly, and I am just stating these as four major things, 
there are many other problems that involve you in which the Federal 
Government is directly interested, and in many cases has the direct 
decision to make on these matters; the question of Alaskan fisheries 
also comes under the jurisdiction of this committee. 

The Senator from Kansas and I are here more to listen rather than 
talk, and with a sincere hope that we can be helpful in some of these 
problems. We are not making an investigation as such. I don’t like 
the word “investigation” and we are not looking for any particular 
villains in this matter. too many Senate investigations alw: ays start 
out to get villains someplace and run them down. It makes 200d 
publicity. But sometimes you don’t get very good results. And what 
we are trying to do is to, as Senator Schoeppel pointed out at the 
Chamber today, is to have a better understanding of your many, many 
problems up here, which are directly involved in Federal Government 
action, whether it be by bureaus, administrativewise or legislativewise 

* Staff members assigned to these hearings: Frank Pellegrini, chief counsel, 
and Edward Jarrett, chief clerk. 
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I happen to know a lot of them because for many years I have been 
nvolved in the Alaskan matters 

We have a long list of witnesses that want to be heard. and we are 
going to try and see if we can't clear these matters in the next 2 days 
if wecan. We want to give you all the time that you think you need. 
I do hope though that you will cut it as short as possible. Some of 
the testimony will of necessity be repetitious, but that can’t be helped. 

That is the reason we are here. You have us here now. Not that 
we dont want to be up in this area where we have jurisdiction of 
many of these problems as much as we'd like, but this business of 
being in the Senate these days is almost a 10-months-out-of-the-year 
job. and we don’t get around as much as we'd like. And this com- 
mittee has a lot of these matters in its lap; we have railroads, air 
lines, the merchant marine, fisheries, bus lines, and trucks. We even 
have radio and television under our jurisdiction, everything that moves 
n interstate and foreign commerce, including the Territory. 

[ might say also that I happen to be on the Appropriations Com- 
mittee in the Senate, and in particular on the subeommittee which 
handles the Interior Department appropriations. And I need not 
remind the Alaskans how im portant t that is, so vou Can Cate ‘h me two 
ways. But again I want to say I am glad to have my friend from 
Kansas here. He has never been in Alaska before. And I alw ays 
find that bringing Members of Congress to Alaska gives them a better 
background and an understanding of many of the problems you ” ave. 

So with that we will go ahead and hear the first witness because he 
also is an old friend of mine and of the Senator from ae ona a 
man whom I relied upon a great deal in matters pertaining to Alaska. 
You have fine representation in the jeer of Representatives in the 
person of your De legate, but when the matters get to the United States 
Senate, you are without represent: on directly. not that Bob Bartlett 
is not there all the time, because he beats a well-worn path between 
the House and the Senate when a matter gets through the House and 
gets over to the Senate. He is working at it all the time. So you do 
have that situation. That is why we are glad to be here representing 
the Senate, and we wanted to have your distinguished Delegate be 
the first witness. 

You all know him, I need not introduce Bob Bartlett, who is a long- 
time representative of the people of Alaska in the Congress. 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE IN THE CONGRESS 
OF THE UNITED STATES FROM THE TERRITORY OF ALASKA 


Delegate Bartterr. Thank you, Senator Magnuson. 

On behalf of the - ople of Alaska I want to welcome you to the Ter- 
ritory and to thank you for having come here to inquire into the im- 
portant matters under the jurisdiction of your committee, which has 
management over the important transportation aspects of our eco- 
nomic life, and of our fisheries, together with radio, television, and 
other matters. 

On a personal basis , would like to weleome you, Senator Shoeppel. 
and delegate you as a Cheechako, and you, Senator Magnuson, as a 
Sourdough. 

I have just concluded a swing around the Territory lasting for 3 
weeks and 1 day with another committee. That is the Subcommittee 

Territorial and Insular Affairs of the House Committee on Interior 
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and Insular Affairs. And one thing, I believe, which struck all memibe1 
of that committee was the multiplicity as well as the magnitude of the 
problems they discovered in Alaska. I believe that vou will encounter 
something of that yourselves here in Anchorage and in Juneau, and 
elsewhere if you hold hearings in other places in the Territory. 

‘Those problems are, | should think, 1h) large measure brought about 
by the fact that this is a developing ‘Territory, a growing ‘Territory. 
It is growing and developing after a long period of havine been doi 
manht. Population Increases OlL a percentage basis are large! tha 
anyw here in the United States. 

I don’t know if it is an indictable offense to appear before a congres 
sional committee without mentioning first the subject of statehood, 
but I don’t want to take a chance. Iam oe 
you that I have more than ever, after this 3-week trip, attaine | the 
conviction that while statehood, immediate statehood for Alaska will 
hot immediately solve all of these problems, it would play an dnportant 
part, a more Important part than anything else could in bringing 
about such a solution. Furthermore, | want to add that 1 don’t believe 
that many of those problem would be with us today had we had 


ole to mention it and say to 


statehood some tune ago. 

The lack of proper governmental organization has in itself brought 
into being and accentuat a ever So ahs ot those problenis. ‘ OU Cale 
to Alaska swiftly ina few hours. We have a fine system of air trans 

1 


portation between here and the States. We have a relative 1\ eood 
system of intra-Alaska air transportation. The Government has as 


sisted us in building airfields as it has the States. There is need for, 
I should think, more permanence in the matter of our air transporta 
tion In certain cases so that companies will know that they are in the 
business to stay. Then they can outfit themselves with proper equip 
ment which they cannot do on the basis of short-term certificat tron 
the Civil Aeronautics Board. 

There is a hearing proceeding in Washington at this time in 1 pect 


LO the intra Alaska Case, and | think Vou wil] have WITHESSE before 


you later on who will urge that Washington ought not to be the only 
level of such hearings, that they ought to be held likewise in Al iska 
where the people have the most at stake. 

As to surface transportation, and let me add here parent! 
Iam not making any effort to go into these matters at any leneth be 
cause the witnesses who will follow, and who ought to command 


your time and attention instead of me, because I can talk to you ll 

Washineton, will elve you detailed information on all these matte 
In the matter of surface transportation I discovered in tl is other 

journey to which I referred, there is great interest in Senator Magi 

sons hill already passed by the Senate and now before the appropl Ue 

Ifouse committee, to set up a joint American-Canadian com) 

to make studies and to render reports in regard to highways and a rail 


road to Alaska. | “hh hopeful that the louse will approve that eal ly 
in the session convening in January, and that those studies may com 
mence with all possible dispatch. 

The bill to which I referred is S. 955. 

And then, of course, there is the matter of water transportation. 
You will hear about the proposed seatrain installations, and I am sure 
you already know that our maritime traffic has undergone a very 


» 


radical change W ithin the last year because passenger steamship were 
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taken off the run, so far as the American line was concerned. Now 

have only a freight service. The Canadians have withdrawn to 
a very considerable extent from their passenger service, which has 
also always been localized to southeastern Alaska. This has hit the 
tourist traflic to the Territory very considerably. I am informed by 
those in that business that many people still prefer to travel by steam- 
ship as part of a pleasant vacation. I should think there is a need 
for a restoration of passenger service by water. 

Senator Macnuson. I don’t want to interrupt you, Bob, there, but 
I might give you a good example. There was another member of 
this Senate subcommittee that wanted to come up here. He doesn’t 
like to fly, but since that is the only way he could get here he did not 
come. 

Delegate Bart err. We are used to the airplane. We get aboard 
one as quickly as we would an automobile, but lots of people wouldn't 
even in this air age. But I am convinced that the only way the pas- 
senger service will ever be brought back is by treating Alaska as 
a separate problem. 

There are no subsidies granted in the intra- or inter-American trade, 
as we know, for understandable reasons. Our vessels plying foreign 
ports are subsidize . There is no competition in the Alaska tri pe with 
railroads as vet, or trucking services to any extent as yet. I should 
think that the Congress would want to take a look at the appropriate- 
ness of providing service to the Alaskan ports under separate arrange- 
ment. 

Still referring to the water situation I would like to emphasize, 
and I speak to you especially, Mr. Chairman, in your capacity as a 
member of the Appropriations C ommittee, concerning the high de- 
sirability and even urgent necessity of appropriating money for river 
and Sag ie in the Territory. 

Thanks to the excellent Senate committee, only this year $1,223,000 
was added to the funds for civil functions. As a result, harbors are 
going to be built at Metlakatla, Petersburg and Wrangell, plus some 
work at Seward and Gold Creek. 

Those are where work wasn’t budgeted, but the Senate committee 
added certain projects and the — — agreed. Iam hopeful 
that the budget for the next fiscal year will carry further Alaska 
items; $20 million exclusive of the ciating age port which will be 
mentioned to you in detail by the subsequent witness will do the whole 
job in Alaska. It is in the proposition of using these harbors for 
pleasure craft. They are primarily needed for the small fishing ves- 
sels. So many of these projects were authorized years and years ago, 
and funds haven’t been made available. The fishing fleets have no 
place to go. If they did it would aid our economy. It would increase 
the resident population. It would take property, and, T hope that 
further substantial sums may be appropriated for that purpose during 
the next fiscal year and succeeding fiscal years. 

IT am going to conclude, Mr. Chairman, with two more statements. 
This has to do with you in your appropriating capacity, and it has to 
do with this committee in a general way because it involves trans- 
ports ation. 

We are very seriously alarmed about the reduced appropriation for 
highways on the — lie domain in Alaska which are built by the Alaska 
Road Commission, an agency of the Interior Department. The high- 
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ways have been declining so steadily and rapidly that we are now 
virtually at the point where we are only completing past projects and 
no needed projects are being undertaken. Since we have only some 

thing like 3,500 miles of highways of all descriptions and types in the 
Territory, we are alarmed because we want a program to go forward 
which will extend roads and attract more settlers and serve further 
to develop the country. 

Let me illustrate this by saying that in fiscal 1951, we received 
$27 million for roads. That admittedly was a consequence of the 
military urging and bringing up to date of the highway system. But 
the next fiscal year it flopped to $20 million. In fiseal 1953 it went 
down to $17 million. In 1954 to $14,600,000, In 1955 to 88 million and 
this fiscal year we are receiving only $6,300,000. 

Now, obviously that is a major reduction which has been most hurt 
fultothe growth of the Terr itory. 

And finally I should like 

Senator Magnuson. Before you leave roads 

Delegate Barrierr. Yes. 

Senator Magnuson. Mr. Bartlett, I think it might be well to have 
the record state, and you know the figure closer than I would, how 
much of the land in Alaska is owned by the Federal Government / 

Delegate Barrierr. About 99.5 percent. 

Senator MaGnuson. So that, therefore of necessity, the way the 
organic situation is now, that is, the political organic situation, the 
development of roads in Alaska would have to come from Federal 
appropriations. 

Delegate Bartrierr. Yes. I ought to add there that the Territory 
has always tried to do its part. It is doing its part now. The most 
recent example of that was recorded in the last session of our legisla 
ture where the gas tax was raised to 5 cents a gallon in order that we 
might play a greater part in making a local contribution to the 
building of highw: ays, 

Senator Magnuson. Well, how does that actually work, the terri 
torial contribution I mean ¢ 

Delegate Bartierr. It doesn’t work as it does in the States with the 
Federal aid highway system, where that system is involved. There 
again I point out a belief that statehood attained long ago would 
have meant such a substantial difference in our transportation system. 
Puerto Rico, Hawaii, and the 48 States are under Federal aid highway 
system, Alaska, uniquely, is not. And it isa problem, admittedly, that 
isa bit different here. We have such a vast expanse of public domain 
that in the first instance Members of Congress, in some cases, wouldn't 
be too anxious for us to come in because our take as it were would 
be very large and would diminich by that amount the sums going to the 
States. 

In the second place, the public domain here is so large that our 
allotment from local sources at this date would be very high, of course, 
and would be difficult to secure at a moment's notice. But had we 
grown up with this from the start it would have been part of ov 
way of life by now, and, I dare say, that the roads which we would 
have built would have by themselves attracted settlers and industry 
as has been the case everywhere else. 

Mr. Chairman, on Saturday last while I was at Juneau. the Alaska 
Moose Association concluded their 11th annual conference after adopt 
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ing certain resolutions, and copies of those resolutions were handed 
to me with the request that I present them to the committee with a 
further request that. if you see fit. they he included in the record. 
Resolution No. 1 is verv appropriately concerned with statehood. 
Resolution No. 2 has to do with surface transportation, and resolu- 
tion No. 7 with passenger steamer service. I otter them to you for 
Whatever use vou may make of them. 
Senator Macnecson. They will be put in the record. 


RESOLUTION No. 1—-STATEHOOD 


Whereas the Loyal Order of Moose at numerous national conventions has 
repeatedly endorsed statehood for Alaska and Hawaii: and 

Whereas the people of these Territories have expressed their desire for state 
hood by every means at their command on numerous occasions and have indi 
ated a willingness to accept the responsibilities which go with this mature 
Status : now therefore be it 

Resolved, That the Alaska Moose Association go on record urging Congress 
to grant statehood to Alaska and Hawaii, and be it further 

Resolved, That a copy of this resolution be spread upon the minutes and a 
copy thereof be sent to each lodge of the association, and that copies be mailed 
to the President of the United States, Secretary of the Interior, Delegate to 
Congress of the United States, President of the Senate of he United States, 
Speaker of the House of the United States, and supreme governor at Mooseheart 


RESOLUTION No. 2 


Whereas surface transportation is one of the greatest needs for the develop 
ment of Alaska ; and 

Whereas, with roads and railroads connecting the Territory of Alaska with 
the United States, Alaska can more effectively market the products of its proved 
natural resources, and more effectively can take its place along with the States 
of the Union: and 

Whereas, it is a proved fact that the “A” route, as already surveyed from the 
Pacific Northwest through British Columbia to Alaska, is the shortest and most 
easily accessible route ; and 

Whereas, the Senate of the United States Congress has already passed Senate 
bill 985 providing for a commission to negotiate with the Dominion of Canada for 
planning the construction of these highway and railroad facilities through joint 
efforts of the two governments: now therefore be it 

Resolved, That the Alaska Moose Association respectfully urges the Congress 
of the United States to enact Senate bill 9S5 into law: and be it further 

Resolved, That the secretary of the Alaska Moose Association send copies of 
this resolution to the chairman of the United States Senate Foreign Affairs 
Committee and the House of Representatives Interior and Insular Affairs Com- 
mittee and to the Honorable FE. L. Bartlett, Delegate to Congress from Alaska, 


RESOLUTION No. T—PASSENGER STEAMER SERVIC! 


Whereas the Inside Passage to Alaska is one of the most beautiful, pleasant, 
and smooth ocean trips in the world; and 

Whereas this beautiful scenery is a tourist attraction in its own right, com- 
parable in beauty to the fjords of Norway ; and 

Whereas passenger service on this most pleasant cruise is still not available 
in American-flag ships ; and 

Whereas during the summer season passenger facilities on Canadian ships 
are loaded to capacity ; 

Now therefore, the Alaska Moose Association respectfully requests that ar- 
rangements to permit Canadian shipping to supply passenger service to and 
between Alaska ports be continued and that some means be found to supply 
United States line services on this cruise. 


Delegate Barrierr. And finally I would lke to suggest that you 
might care to have as part of the record the article on Alaska which 
appeared in the September issue of Fortune magazine, which very 
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Is 


~ 


conveniently, I find right here, whether you want to put that in the 
record or not. 

Senator Maant SON. We will keep it In the file for reference: 
looks a little large. I haven't read it. I heard about it. 

Delegate Barrierr. Good pictures, too. 

Senator Magnuson. Good pictures. 

Delegate Barrierr. Thank you very much, Mr. Chairman. 

Senator Magnuson. LT also want to put in the record, at this time, a 
resolution adopted last April b Vv the Alaska Ch: unber of Conumeree 
their convention which includes some of the matters in you sugges 
tion here. I note, with particular interest, they want to continue my 
bill On the railroad and land survey. There again I have a personal 
interest because for many years, many of vou remember, I was Chai 
man of the International Hi ohw: ‘uy Commission in two countries nnd 
we got a road built all rieht, but I — think they built it in the right 
place. But it wasn't all lost. And ;: s J sald to the chamber of con 
merce today, T was pleasantly surprised coming in from the airport 
this mornn oy" hen | founda lot ot ur: rile I's around here that Lust 
come up the highway. L must say the P fovines of British 
has been ve ry cooperative in trving to bring into this whole system 


hot only the John Hart Llighw;: ay. which elves us round closer to t | 


tile 
Pacific coast, but they have other plans. We want to discuss that a 
little because [do have a pers sonal | interest in that. 


have 


Columb 


For the record on the matter of the air situation. the States’ case has 
Heel settled, that is. the route. senator Scho PP l. we were preity 
nearly of the un: ag TOR up here, and in the Pacific Northwest, 
th al there should be the four airlines that move between the ‘Territor) 
ind the United States, Pan te ea cael aa se, Northwest 
being the route to the On lent, and then there should be loeal carries 


We tried to steer awav from takine sides on who the local carrie) 


might or might not be, but at least two that gave service from Alaska 
out, Alaskan carriers. 

We did pass a bill, and you were very helpful on it. to take all the 

feeder lines in the United States and give them permanent certificate 
Phat is now law. That was your chairman’s bill, which gives them a 
Op ponerse to obtain some permanence of operation so that they ea 
finanee themselves to get better er nt for feeder line runs all ovet 
the United States. At the time the bill was passed, or ready to be 
passed, the States’ case had not been decided. It is a matter that 2 
tothe President of the United States because it Involves the Territories. 
so that there was little or no opportunity to vet the Territorial lines 
for permanency. 
But now that the route pattern has been fairly well set, I think that 
I can safely Say that Congress will look very favorably upon permia 
nent certificates for these Territorial lines, which also include some in 
Hawaii, so that they might be able to get better equipment and plan 
their operations better. I don’t know of any serious objection to it. It 
was just a question of the time involved there when the bill making the 
others permanent is enacted. We had that definitely in mind Lnd 
any testimony we have in the record on that will be helptul to achieve 
that purpose ‘when Congress meets again. 

I don’t have any other questions to ask the Delegate, because, as he 
said. we talk so much about these things all the time in the Congress 
that it would be a little bit repetitious for Bob and me to discuss them 
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again. However, Senator Schoeppel, if you have any questions to ask 
the Delegate, you may go right ahead. 

Senator Scuorrren. I don’t have any further questions. I under- 
stand, from some of these other witnesses, they will elaborate as Dele- 
gate Bartlett has indicated here. 

Senator Magnuson. If you have anything else to add, why we will 
be glad to put it in the record—if you forgot something that needs 
to go in the record. 

Delegate Barrierr. I haven't the nerve to take any more time. 

Senator Magnuson. All right. Thank you, and we appreciate your 
coming here. And the De ‘legate is going to stay with us down to Ju- 
neau, and all of the problems there, with his usual diligence and 
industry on these matters. 

We will go now to the matter that was mentioned by Delegate 
Bartlett, to the problem you have here of small-boat harbors. We have 
with us Colonel Farrell who is the district engineer. They have some 
very fine maps here for us to look at. And we would be glad to hear 
from you at this time on that matter. 

We do know a little bit about it because you too live by appropria- 
tions from year to year, and the matter has been before the Appropria- 
tions Committee and gone into at some length. I don’t think we did 
as much as we should have done, but we are all trying to achieve a 
much better system of small-boat harbors for the Territory. We think 
it isnecessary. So we will hear from you, Colonel Farrell. 


STATEMENT OF CARL Y. FARRELL, COLONEL, CORPS OF ENGINEERS, 
UNITED STATES ARMY, DISTRICT ENGINEERING, ALASKA DIS- 
TRICT, CORPS OF ENGINEERS, ANCHORAGE, ALASKA 


Colonel Farrevti. Thank you very much, Mr. Chairman. 

Senator Magnuson. I think it might be helpful if the witness would 
talk to the audience rather than talk to us. Why do you not sit right 
on the side there where they can hear you better. 

Colonel Farrer. Iam Carl Y. Farrell, ( ‘orps of Engineers, United 
States Army, district engineering, Alaska district, Corps of Engineers, 
Anchorage, Alaska. 

Mr. Chairman, I have a prepared statement I would like to read, but 
before I do I would like to express my appreciation for being allowed 
to appear before your committee as a member of the Corps of En- 
gineers. 

It always gives me pleasure to appear before a congressional com- 
mittee and give are port to you on our stew: ards ship of “the duties that 
the Congress of the United States has placed upon us. 

I would also like to express my appreciation for being allowed to 
appear today as I am scheduled to leave in the morning for the official 
opening and dedication of the Haines-Fairbanks pipe line. 

Senator Magnuson. When you get into pipelines you are getting 
into Senator Schoeppel’s field. He is an expert on pipelines. 

Colonel Farreiy. I might close that, Mr. Chairman, by saying that 
this pipeline is quite a link in the tr: insport: ition facilities in Alaska. 

I would like to call your attention to the maps which you have 
spoken of already. The one immediately to your left shows the small- 
boat harbors and related projects. You can tell from here, it is a 
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little hard to tell, but the red ribbons indicate the projects have been 
approved and on which some work has been done. The green ones 
are the ones that have been recommended by the corps, but on which 
there has been no enabling legislation. And the orange ones are the 
ones on which there has been enabling legislation and no appropria 
tions, with the exceptions of four projects as mentioned by Delegate 
Bartlett. 

Senator Magnuson. Maybe I can help here, help you and also the 
committee. How many of the projects have been authorized? The 
Delegate knows this story well. 

Colonel Farrety. There are 22 which are 

Senator Magnuson. ‘Twenty-two have been authorized. How many 
have had money appropriated for them ? 

Colonel Farretni. Twenty-two have been authorized and some 
money appropriated. There are 33, I believe, altogether that have 
been authorized. 

Senator Maanwuson. Sothere are 11 left ? 

Colonel Farretu. Well, out of 1" 11 there are three on which 
money Was appropriated in the last session of Congress. “Phat would 
leave 8 on which there has been no initi a appropr lation. 

Senator MaGnuson. No initial appropriation / 

Colonel Farretu. Yes. 

Senator Magnuson. None of them have their full appropriation. 
Naturally, you go from year to year. 

Colonel Farrein. Well, some of them are relatively small, and we 
have full appropriation, and on others we have a starter. 

Senator ScuorrreL. How many do you have, which you refer to 
as being in the planning stage, in those 22 # 

Colonel Farrenu. Well, the 22 that I mentioned, sir, have all been 
planned, and have either been entirely completed or partially 
completed. 

Senator ScrrorrreL. That is the thing I wanted to bring out. 

Senator Magnuson. We will put your whole statement in the ree 
ord here so that we are clear on this as to debates and things. But I 
think maybe it might be well to point out that you have listed small 
boat harbors underway in fiscal year 1956. That is the group that 
the Delegate w as speaking about / 

Colonel Farreti. Yes, sir. 

Senator Magnuson. And the first one is Metlakatla Harbor, whic] 
was authorized in 1945, and this year we put an item in of $383,000 
for a small-boat harbor there. That consists of the construction of : 
900-foot breakwater and dredging a small-boat basin. The iceal 
contribution was $40,000. How much does that total: I mean, how 
much is the total cost going to be for that harbor ? 

Colonel Farreit.. We feel if the appropriation that you passed last 
session of Congress 

Senator Magnuson. That will take care of that. that was my under 
standing. 

Colonel Farrety. Will take care of it, the $383,000. 

Senator Magnuson. Where is that on the map so the Senator from 
Kansas can see it ? 

Colonel Farrevn. Mr. Chairman, may I introduce Mr. Warren 
George, the chief engineer of the district, and Mr. Harold I. Moats, 
who is head of the civil works branch of the district. 


os 5G —? 
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Senator Magnuson. We would like you to point out where it Is and 
give the justification. 

Colonel Farre.. Well, the justification is that Metlakatla is in 
habited to a large percentage by a small Indian village, and the island 
itself atfords no natural protection for smal] boats. According to the 
information which was handed down to the Corps of Engineers to 
determine the economics of small boat harbors, we tound, and SO 
recommended, that a boat hat bor was justifi: able. 

Senator Macnuson. You had a good feasibility ratio / 

Colonel Farreii. Yes. 

Senator Magnuson. And the Indians, as I understand it, up there 
- pretty much ” ‘pendent on fishing / 

Colonel Farrec.. That is correct. 

Senator Scuomere.. What is the population there / 

Colonel Farret.. Do you have that handy, Mr. Moats? 

Mr Moars. I think the city of Metlakatla is something in the 
neighborhood of 900 people. There are about five or six hundred 
other people, I believe, on the island, and on that portion a thie 
island at least. ‘Those are the people who are around the airfield at 
Annette. 

Senator Magnuson. You people in your justifications, as I recall it, 

, agree with the 
Delegate’s statement that the real need for these smal] boat hie Is 
on the economic side. That it is for fishing rather than fon pleasure 
eratt / 

Colonel Farre tt. Well, let’s put it this way, Mr. Chairman: By the 
use of our method of approach we do not recommend anything that 


on these and others which vou have recommended 





is hot economically feasible, or has an economic advantage, that is il 
better than 1-to-1 return on the dollar. 

Senator Magnuson. On the dollar. 

Colonel Farrevi. The fishing contributions are heavier than any 
thing else in making’ up this economie ratio. Very little if any con 
sideration has been elven to any small boat harbor In Alaska from il 
pleasure standpoint. 

Senator Magnuson. Now, the next one. The same thing is true at 
Petersburg Harbor, and you have got an appropriation of $274,000. 
The work is mainly dredging shoreward from the existing basin and 
deepening of the outer one-third of the present harbor. Is that 
correct / 

olonel Farreti. That is correct. And that will be the second in 
crement of a harbo already built. 

Senator Magnuson. Already built 

Colonel Farrevy. And it is necessary in certain of these harbors to 
dredge to a greater depth because the vessels that the fishermen are 
now using draw considerably more water than thev did at the time 
originally conceived, 

Senator Magnuson. That is primarily for fishing purposes ? 

Colonel Farretni. Yes, 7 

Senator Magnuson. What about Wrangell Harbor? We gave vou 
D2: dant ut a modifie oral up the re, as I reeall. 

Colonel Farreiy. That is correct, 

Senator Magnuson. Similar to | en Are you going to do 

nore work in the harbor 7 . 
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Colonel FARREI as Yes, SI. We have i small boat harbor already al 
Wrangell which is definitely overcrowded. We have a starter that 
Was appropriated during the last session of Congress that will require 
idditional appropriation at the next Congress. 

Senator Magnuson. You have got to have more money for Wrangell 
next year! 

Colonel Farret.. That is right. 

senator M AGNUSON, But you are PONG to let the bills out on the 30th 
of November / 

Colonel Farrens.. Yes. 

Senator MaGneson. For all three of them / 

Colonel Farrecy. For all three, ves. 

Senator Magnuson. | Suppose the reason for that is that anvone 
bringing the equipment can dothe work in 2 or3 places. 

Colonel Farreny. We ga big port lon of the initial cost is the mobil 
cation of the dredging equipment, 

Senator Magnuson. These are all in southeastern Alaska dov 
there in the <0) called Inlet Passage. 

Now, What about Seward 7 

(Colonel Ie ARRELL. Well, sewn i} volves complet Wie” al old proje 








We did some work down there vear ago, and this will] complete the 


Seward harbor of refuge. 

Senator Magnuson. And that will be completed next veal 
Colonel Farretn. Yes, sir. 

Senator ScHorpren.. Mr. Chairman, | would like to ask for my own 
nformation here, now, on these projects that vou have the ipprop! \ 

tions for, and which vou contemplate moving forward on once that 

nitial work has been completed : that will be more or less permanent 
with the m derstanding. of course, that vou have certain follow Ups: 
that you always have On certain other harbors all over the counts 
that are under your jurisdiction ; isthat true 7 

Colonel Farretn. That is correct, str. There will sometimes be a 
CCE SSITY for probably Yong in and redredging the harbor to tear it 
down to its authorized depth. That is, you know, common in all thi 
projects authorized. You must vo back down, bring it down to the 
original approved depth. 

Senator MaGnuson. Now, then, you have your next list called the 
wuthorized but not funded, and you have got Craig Harbor. Wher 
s Craig Harbor ? 

Colonel Farrenn.. It is another one in southeast Alasica. 

Senator Magnuson. That is in southeast, and that is for the same 
purpose, isn’t it sume veneral purpose ¢ 

Colonel Farrenyi. Yes. 

Senator Magnuson. And that is—next vear you heed money 0} 
that ? 

Colonel Farretyi. Yes. 

Senator Magnuson. You estimate $565,000 ? 

Colonel FARRELL. Right. | might add, Mr. ( ‘hairman, that as I said 
before av great deal of the welght 1) justifving these was based on the 
fishing industry since they have been justified in the southeast Alaska 

and in many instances there has been another economic factor which 
woud have pushed up our benefit ratio higher had it been present at 


the time. That is our woodpulp industry. A considerable amount 
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of small tugs, of varying sizes. ply up and down the inland water 
Ways towing racks of logs, and they need portection in many periods 
during the year, 

Senator Scuorrren. Those are more or less in a protected area where 
you don't get the Impact of the violent storms in there; is that right 
or not / 

Colonel Farreii. Not the violent storms, sir, but vou get enough in 
proportion to the size shipped that cause considerable damage if they 
are not properly protected. Lack of protection, 1 am sure, increases 
Insurance rates tremendously on small craft in Alaska. 

Senator Magnuson. Well, now, the engineers have set a priority, 
haven't they. on these a ts ¢ 


Colonel Farretn. Yes, sir: we have established from time to time 
a priority. We change se as they are authorized in funding. 


Senator Magnuson. On those that are een ihe have a pri- 
ority ¢ 

Colonel FARRELL. Yes, sir. 

Senator MaGnuson. And you have listed for further construction 
up here in small boat harbors Craig Harbor, Elfin Cove, Ketchikan 
Harbor, Kodiak. Kodiak, I know that from the war. It hasn’t any 
small boat harbor at all 4 

Colonel Farreti. No, sir: none at all. They are in dire need of 
something. 

Senator Maanuson. And Pelican Harbor, Sitka, Skagway, and 
Valdez. 

Now, these are all modification: aren't they / 

Colonel FArreELL. No, sir. 

Senator Magnuson. They aren’t / 

Colonel Farrety, No, sir: those are new projects. 

Senator Magnuson. New projects. Those are the projects you 
think ought to go ahead ¢ 

Colonel FARRELL. Yes, sir. 

Senator MaGnuson. And how much will they require in total ? 

Colonel Farret.. To complete our small boat harbors, as authorized, 
will require about $14 million. 

Senator Magnuson. And do you have any recommendations to make 
to us on the timing of these appropriations / 

Colonel Farrety. I would think. sir, that it would be most economi- 

cal if they could follow one another and a part appear about 3 years. 
W e will save something on mobilization and dredging equipment, and 
be able to lump the ones in the immediate vicinity and get a bette 
price. 

Senator Magnuson. In other words, if we went ahead with a 3- 
year program for these others, and which you say are very much needed 
for these general purposes, if we went ahead with a 3-year program 
that we could save a great deal of cost, and about $13 million would 
take care of it: is that correct ? 

Colonel Farretit. Yes, that is, the ones that have been authorized 
and not funded. 

Senator MaGneuson. Yes, the ones that have been authorized. That 
would work out better. 

I notice that some of the recommended projects have not yet reached 
Congress. What happened to those / 
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Colonel Farreii. Well, perhaps it would be better if I could refer 
to this prepared statement. Do you wish me to read this prepared 
statement for the record / 

Senator Magnuson. Well, I was thinking we would put it all in 
the record. 

Colonel Farretu. I have two statements. 

Senator MaGnuson. We will put it right in the record as is. 

Colonel Farrety. I have another one which I don’t believe you have. 

Senator Magnuson. Where is it? Well, go ahead with your pre 
pared statement. I - as looking at the technical angles. 

Colonel Farreny. I didn’t intend to read that. 

Senator Macnuson. We will put this in the record, too. 

Go ahead with your statement. 

Colonel Farrety. I will read my prepared statement. 

Senator Magnuson. Yes, go ahead with that statement. 

Colonel Farret.. Mr. Chairman and members of the Senate Inter- 
state and Foreign Commerce Committee, I know that you are al] well 
acquainted with many of the activities and accomplishments of the 
Corps of Engineers during the years we have been in Alaska. 

Our first job, in 1869, just 2 years after the purchase of Alaska aye 
the Russians, was to determine if Fort Yukon was actu: ally located i 
the Territory of Alaska. 

Transportation has been a major feature of our work in Alaska. 
From its inception in 1905 until 1982 the Alaska Road Commission 
oper: ated under the jurisdiction of the Secretary of War, and many 
Corps of Engineers’ officers served on the Commission. In 1905 only 
avery few miles of inadequate roads existed in the Territory. During 
this period, roads were constructed from Valdez to Eagle and to Fair 
banks and extended from there to Cirele and to Livengood. By 1932 
the Alaska Road Commission had completed some 2.200 miles of roads 
and many hundred miles of trails and sled roads. While manv of 
these roads could not be favorab ly compared with the better roads in 
the United States, at that time they provided essential access to 
hnnportant communities then in existence. 

Many of the members of the Alaska Engineering Commission which 
‘onstructed the Alaska Railroad were Corps of Engineers officers. 

In later years as a part of the defense program we have constructed 
many airports, military roads, and the port of Whittier. The con 
struction of the pilot road from hist Creek to Big Delta which 
became the Alaska Highway was another outstanding accomplishment 
of the engineer troops. : z 

Another major project of the Corps of Engineers in the field of 
transportation will be completed dav after tomorrow, the 12th of 
October, with the dedication of the Aleango pipe ‘line from Haines to 
Fairbanks. . 

Time will not permit a full discussion of the work of the corps 
during the many years we have been active in Alaska. . 

Senator Maanvson. Did the engineers recommend the port of 
Whittier. or did you construct it ? 

Colonel Farreny.. That came 

Senator Maanvson. During the war. 

Colonel Farreni. Asan emergency during the war. 

Senator Magnuson. During the war. 

Colonel Farrer. And it was constructed asa military defense proj- 

t,not asa civil works project. 
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senomeers were directed to build it ? 


} 
‘ - 
a : 

| 


Senator MaGnuson. And you: 

Colonel Farretn. With our military we built it 

Therefore, | will confine most of my remarks today to the subject 
n which I believe you are more interested at this time—water trans 
portation. An 1 porta t part of water transportation is the small 
Hout harbor WICH plays SUCTL a don nant role nN the economy ot the 
Territory. 

The ‘iN | works program has been active in Alaska since 1902 whet 


I = 


e were directed to make a study on the feasibility of Improving Wran 
cell Narrows. Since that time, Congress has directed that we make 


studies of over LOO projects proposed by local interests. Thirty three 


Wo KX Oriel ally 


rye. 
_ ~ 


of these projects have been authorized by Cor 
wuthorized has bee} completed on 22 of these proje ts at a cost of just 


over $7.3 million. We are just completing a channel project at Kodia 


ind preparation of plans and specifications are under way for small 

vey harbor facilities and hiprovemen at Metlakatla. Peterbure. 
Wrangell, and Seward. Cost of these five projects 1s estimated at 
$1,098,000, and they will be essentially completed this fiscal year. 
About §13.444.000 will be required toc mniplete the rel mInMne author 


ized projects. I have prepared detailed information on those projects 
vhere work reman sto be lo eal dl those recohimel ded projed ts whicl 


have not been submitted to ¢ Oongress. It }+ rat] | voluminous ana 


unless you would like to have me read it at this time, I will furnish 
it for the record. 

Any discussion of water transportation inevitably leads to considet 
ation of the full utilization of Water resources. 

Section 2ZO4 of the I lood Control Act ot June od, L948, directed \ 
preliminary examination and survey of the harbors and rivers of 


Alaska with a view to determining the advisability of Improvement 
1h) the interest of havigatlon, flood control. hvdroelectre power, ah 
related water uses This authority wits further det ect by section ZU 


of the 1950 Flood € ontrol Act which stated 





Section 204 of the Flood Control Act of 1948 is heret nmnended by adding to the 
item therein for harbors and rivers in Alaska the following and that Federa 
investigations and improvements of rivers and othe auterways in Alaska f 
navigation, flood control, hydroelectric power, and allied purposes shall be con 
tinued under the jurisdiction of and shall be prosecuted by the Department of the 
Army under the direction of the Secretary of the Army and the supervisior 


the Chief of Engineers.’ 


Under this directive we are proceeding with the survey of the har 
bors and rivers of Alaska. In this study the Territory has been divided 


: ne ] ] { ] , 
into ¢ general areas and reports have bee) completed on the fol- 
iOWING »8 Areas: Southeasterl \laska: Cook Inlet and tributaries: 


Copper River and gulf coast: Tanana River Basin: southwester 
Alaska, including the Alaska Peninsula. Kodiak Island. and the Aleu 
tia chain. 

A re port on northwestern Alaska, Ineluding the Seward Peninsula 
and the Arctic Slope, is essentially complete and will be submitted in 
the near future. Work under on 2 report of the Yukon and 
Kuskokwin River Basins. . 

In addition to navigation and flood control projects, we have. to 
date, completed preliminary studies of some 155 power sites through 
out the Territory which ean be expected to develon at least 4.600.000 
kilowatts of industrial] power. Those areas covered by the first six 
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reports do not affect water transportation on the streams of Alaska 
to anv marked degree. Studies now underway on the Yukon and 
Kuskokwim Rivers present an entirely different picture. The full 
hydroelectric development of the main steam of the Yukon River 
would involve a step development starting in the vicinity of Ruby 
and continuing’ to the Canadian border. This development would 
consist of dams at Ruby, Rampart Canyon. Circle, Woodchopper, 
ind a site near the Canadian boundary where the major portion of 
the reservoir would he within Canada. Tailwater discharge on each of 
these dams would be direct into the next downstream reservoir, afford 
ing an opportunity for surface transportation via the 5 reservoirs, 
of about 760 river miles in Alaska and Canada. While it may not 
he feasible to provide navigation locks in these structures, suitable 
argo exchange facilities could be provided at nominal cost. On the 
Kuskokwim River a dam at Crooked Creek would produce about 
$00,000 kilowatts of industrial power and proy ile a reasonably sta 
bilized channel below the dam to Bethel, flood-control benefits at 
Bethel, and reservoir navigation upstream as far as McGrath. The 
total electrical production on the Yukon and Kuskokwim Rivers 
would amount to about 7.500.000 kilowatts of industrial power. 

Senator Scnorrpren. How many miles of transportation would that 
pro ide, for the record, approximately ¢ 

Colonel Farretn. From what point, sir / 

Senator Scnorprer. You say on the Kuskokwim River a dam would 
produce 800,000 kilowatts of industrial power and provide a reason 
ably stabilized channel below the dam to Bethel. 

Colonel Farreti. About 400 miles. 

Mr. Moats. About 1.200 miles of total. 

Colonel Farreti. A total distance of 1,200 miles on both rivers. 
hese LWo rivers are not contiguous. they do hot touch each other: 
one is south of Yukon. 

It is obvious that the development of any of the major hydroelectric 
possibilities in Alaska will have a tremendous effect on transportation. 
[t is not possible to predict details at this time, but the establishment 
of any large industrial plant would affect air, water, and surface 
transportation to a marked degree. 

In closing I would like to again mention the small boat harbors 
The rugged coastline and the many islands, particularly in southeast 
ern Alaska, impose a problem not usual in the continental United 
States. In many Alaskan communities the only means of access is 
by small boat or by umphibieus aircraft. The only means of privat 
transportation in many of these communities is by their small boats. 
These boats take the place of the automobile and the truck in the 
lives of the people. In almost all of these communities the commercial 
fisheries are the sole reason for their existence and the small priv itely 
owned fishing boat is essential to the continuance of the fishery. Ade 
quate protection of these small boats is mandatory. While there are 
adequate natural harbors in a few locations the great majority of the 
communities require assistance to provide adequate protection for 
their boats. 

I strongly urge that Congress favorably consider the small-boat 
harbor, navigation channel, and flood control program in the Terri 
tory of Alaska. 
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Senator Macnuson. Now, Colonel, I understand, that when you 
brought back some projects to Washington they were questioned at 
some length. What about the Anchorage He arbor project, did you 
have any problems about that ¢ 

Colonel Farrety. Anchorage Harbor, sir, is contained in our Cook 
Inlet and tributaries in a report known as Interim Report No. 2. 
And, there are other small boat harbors in this same report. 

You are cor rect in saying that it was questioned, and it was sent 
back by the Bureau of the Budget by revaluation determination of 
local interests in the Anchorage Port, and for further economic studies 
based on the possibility of sea-train operation to Alaska. That has 
been returned by my office, and is now in Washington. I’m sorry 
but I can’t say whether it has gone back to the Bureau of Budget 
or not at this time, but it is headed in that direction. 

Senator Macnuson. But it is in the mill? 

Colonel Farretyi. Yes, sir. 

Senator Macnuson. But it was delayed by some questions raised 
and was sent back ? 

Colonel Farretu. Yes, sir; by the Bureau of the Budget. 

Senator Magnuson. Do you recall whether or not in your survey 
you took up the question of freight savings involved, if you deve ‘loped 
this Anchorage project ? 

Colonel Farrenu. Yes, sir; we did. 

Senator Magnuson. You had some figures on that, I believe; didn't 
vou! 

Colonel Farreti. Yes, sir; we came up with an economic justifica- 
tion, benefit-cost ratio of 2.9 to 1. 

Senator Macnuson. That is a pretty good figure. 

Colonel Farreii. Provided there was no sea-train operations. And 
if the sea train became a reality it would cut our economic advantage 
down to about 1.8 or 1.9. 

Senator Magnuson. Well, that is still a good feasibility ratio. We 
have gone through a lot of these projects. That is pretty high even 
yet: isn’t it? 

Colonel Farreti. I think it speaks for its merits quite well. 

Senator Maanvuson. Yes. 

But what we wanted to get. if we want any further information 
yn that, it is back there now on in the mill. 

Colonel Farreii. Yes, s 

Senator MaGNvuson. . oa it probably will get around to the budget 
pretty soon. 

Colonel Farrenri. The assistant engineer of the civil works can 
furnish you the information. 

Senator Magnuson. T asked General Fisher about it the other day 
e said the same thing. 

(ny questions, Senator Schoeppel ? 

Senator SCHOEPPEL. No questions. 

Senator MAGNUSON. \nv question 5. Mr. Delegate? 

——— e Bartrierr. No. 

M iGNuUSON. Thank vou, Colonel. 

Will vou leave vour m: ae he re so we can use them 7 

Colonel Farr . Yes.s 9 HAPPY to. And, incidentally, Mr. Chair- 
man, as T sav, I have to leave, but Mr. Moats will be with you during 
the rest of the hearing, and if anything comes up that vou want to 


eo back toactually he w i]] have the records. 


Se): 
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Senator Magnuson. And we will put the description of these proj 
ects in the record. 


SMALL Boat HARBORS UNDERWAY IN FISCAL YEAR 1956 


Vetlakatla Harbor.—<Authorized March 2, 1945. The appropriation act of 
this year carried an item of $383,000 for the construction of a small boat harbor 
at Metlakatla. This harbor consists of the construction of a 900-foot breakwater 
and dredging a small-boat basin. Local interests are required to contribute 
$40,000 toward the cost of new work. Assurance has been received that this fund 
will be available. It is anticipated that the contract will be advertised about 
November 30, 1995, and construction will be completed about July 1, 1956 

Petersburg Harbor.—Authorized March 2, 1945, and September 3, 1954. The 
appropriation act of this year carried an item of $274,000 for the completion of 
Petersburg Harbor. Work to be done consists of dredging an area of 135,006 
square feet shoreward from the existing basin and deepening the outer one-third 
of the present harbor to the depth of 15 feet below mean lower low water. This 
work will be advertised in connection with that at Metlakatla Harbor and will 
be completed prior to July 1, 1956 

Wrangell Harbor.—Modified March 2, 1945. The appropriation act of this 
year carried an item of $220,000 for initiating work on the latest modification ot 
Wrangell Harbor. In addition to the funds appropriated $336,000 will be re 
quired in the next fiscal year to complete this modification. Work involved con 
sists of dredging an addition to the existing small boat harbor in the area behind 
Shakes Island and the construction of a small rubble mound breakwater between 
Shakes Island and the mainland. If funds for the completion of this harbor 
are received by July 1, 1956, the work will be completed by September 1, 1956 
This work will be advertised about November 30, 1955, in conjunction with the 
work at Metlakatla and Petersburg. 

Harbor of Refuge, Seward.—Modification authorized September 3, 1954. The 
construction of the latest modification to Seward Harbor was included in the smal] 
projects’ portion of the appropriation act of this year. $111,000 was made avail 
able to construct a parapet wall on the south breakwater and to construct two 
creosoted piling wing walls at the mouth of the present harbor. It is anticiapted 
that the contract will be advertised during the month of November 1955 and the 
work will be completed about June 1, 1956. 


AUTHORIZED BUT NOT FUNDED 


Craig Harbor.—Authorized March 2, 1945. Work at Craig Harbor consists of 
dredging a small boat basin to a depth of 11 feet at mean lower low water 225 
feet wide and about 700 feet long with an entrance channel 100 feet wide. The 
latest estimated cost of this work is $365,000. 

Elfin Cove.—Authorized March 2, 1945. Work at Elfin Cove consists of the 
removal of rocks in the entrance channel to provide access to a protected anchor 
age for fishing boats in the cross sound area during storm periods. The latest 
estimated cost of this project is $173,000. 

Ketchikan Harbor.—Modified September 8, 1954. The existing project com 
pleted in 1933 provides a small boat harbor of approximately 11.35 acres in area 
dredged to a depth of 10 feet below mean lower low water at Thomas Basin 
This harbor will provide safe anchorage for about 300 boats. Approximately 1,200 
fishing boats and numerous boats engaged in towing logs are now based at 
Ketchikan. The modification of September 3, 1954 provides for excavation of 
a moorage basin and the construction of a breakwater at Bar Point to accom 
modate about 520 additional boats. It is planned to defer construction of the 
north breakwater until its need is clearly demonstrated. The latest estimated 
cost of this harbor is $3,670,000 of which $1,236,000 for the construction of the 
north breakwater would be deferred. 

Kodiak Harbor.—Modified September 3, 1954. The original project consisting 
of dredging the 22 foot channel 200 feet wide between Near Island and Kodiak 
Island was partially completed in 1942. Remaining work on this channel is now 
under contract and will be completed in the near future. Work authorized by 
modification of September 3, 1954 consists of derdging a small boat basin about 
11.7 acres in area to a depth of 12 feet and 8 feet below mean lower low water and 
the construction of two rock mound breakwaters. Kodiak has no protected 
harbor for small boats and this modification will provide protected moorage for 
320 small boats. The latest estimated cost of this project is $1,948,000. 
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Pelican Harbo Authorized September 3. 1954. The town of Pelican located 
on Lisianski Inlet was established in 1942 The town has grown to be one of the 
major fishing centers in southeastern Alaska. The approved project consists of 
dredging an aren of some 250,000 square feet and the construction of a 1000-foot 
ter which would provide a harbor for about 170 boats. 

Latest estimated cost of this project is $562,000. 
Sitka Harbo Modified March 2, 1945 and September 3, 1954. The original 


oo 


project consisting of the provision of a 150-foot channel 22 feet deep at mean 
lower low water and the removal of Indian rock was completed in 1937. The 
presently approved modifications consists of dredging a small boat basin approxi- 
mately 13 acres in area to a depth of 10 feet below mean lower low water pro- 
tected by 2 rock mound breakwaters having a combined length of 1,300 feet in 
Crescent Bay and the dredging of the Forest Service Basin to a depth of 10 feet 
below mean lower low water. There is some objection to the location of the small 
in Crescent Bay by the upland owners due to their fear that the 
1 of a small boat basin in that particular area would mar the historie 
peauUty of the area Atte mpts are being made to reach an understanding with loeal 
nterests on this matter. The total estimated cost of work remaining to be done 
3 $1,005,200 


rock faced gravel breakwa 


boat hb 





construc 


Skagway iHarbor Authorized March 2, 1945. The authorized project consists 
of dredging a small boat basin approximately 1 acre in area, to a depth of 8S 
feet and dredging along the face of the existing wharf to depths of 30 feet 
for the southerly 700 feet and to a depth of 20 feet for the next 100 feet provided 
local interests construct and agree to maintain a small breakwater about 200 
feet in length to protect the small boat harbor prior to the initiation of the dredg- 
ing work. The latest estimated cost of this work is $50,000 

Valdez Harbor Modified September 8, 1954.) The original project Consisting 
of dredging small boat basin approximately 8 acres in area and 12 feet below 

ns lower low water was completed in 1939. The present modification pro- 
vides for the construction of a rock and gravel breakwater along the southeast 
side of the existing basin and the construction of the two creosoted pile break 
waters to partially close the entrance of the existing basin. The latest estimated 


cost of-the work remaining to be done is $128,600. 
NACTIVE PROJECTS 


Weyers Chuck Harbo Modified March 2, 1945. The approved project consists 
of construction of a rock mound breakwater about 334 feet long between the 
mainland and a small unnamed island to provide a haven of refuge for fishing 
boats operating in the area In the last few years the fishing fleet has not 
operated extensively in the area near Meyers Chuck Harbor because of the 
depletion of fish runs, and the economic benefits have been correspondingly 
reduced to the point where the construction of Meyers Chuck Harbor is not 
economically feasible. It has therefore been placed in an inactive status until 
such time as the economic benefits will justify its construction. 

Vome Harbo Modified August 30, 1935 The existing project consists of 
construction of 2 jetties of 950 feet and 675 feet, respectively, a channel 8 feet 
deep and 75 feet wide from Norton Sound through Snake River, ending in a turn 
ing basin 250 feet wide and 600 feet long at the mouth of Bourbon and Dry Creeks 
and revetting the bank of the river. Public Law 649 approved June 16, 1948 
authorized the construction of a rock mound seawall extending from the east 
jetty easterly along the water front for a distance of 3,350 feet. All work has 
been completed with the exception of the outer end of the two jetties. Experi 
ence to date shows that the completion of the jetties to their original authorized 
length is not now required; therefore, this portion of work has been placed in 
an inactive status. 

Port Alerandcr.—Modified March 2, 1945. The original project consisting of 
removal of a rock ledge to provide a channel 15 feet deep at mean lower low 
water and 150 feet wide at the main entrance of the harbor was completed in 
1931. Work authorized by the modification of March 2, 1945 consists of removal 
of another rock reef to provide a channel 6 feet deep at mean lower low water 
and 40 feet wide at the entrance to the inner lagoon. Since the modification of 
March 2, 1945, fish runs in the Port Alexander area have been depleted to the 
extent that the total population of Port Alexander is about 20 persons and the 
remaining work can no longer be economically justified: therefore, this project 
has been placed in an inactive status until such time as further improvements 
are economically feasible 
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RECOMMENDED PROJECTS 


trichorage Haroor Submitted January 1950 Construction ‘ 1 - by 
eepwater pol consisting of a 1,400-foot extension to the existing dock. di 
pproximately 680,000 cubic yards of Common excavation, and the const 
f rock mound breakwaters, was recommended in interim repo NO » CoO 
Inlet and tributaries. The Bureau of the Budget returned the report on J 
7 


$, 1954 questioning the propriety of the Federal Government constructing 21 


perating a commercial dock at Anchorage. Also the relationship between the 
roposed Anchorage Harbor and the Government-owned installations at W hitt 
nd Seward was questioned. These questions were answered and an up-to-date 
eevaluation of the proposed Anchorage Harbor was returned by » A 
District on April 1, LO00 estimated cost of project is $9,116,500 

Dillingham Harbor Submitted January 1954 Construction. « 

cilities at Dillingham by dredging an area approximately 230,000 square fe 

en to a depth of 2 feet above mean lower low water with a shee 


ross the basin outlet with a top elevation of 7 feet to provide safe at 
about 140 fishing boats was recommended in Interim Report No. 5, S 
vestern Alaska. There is no protected anchorage in the Dillingham aren 
asin would permit entrance an egress from the basin about 50 percent 
he time during the ice-free season Chis harbor is capable of ex] 


ger harbor usable at all stages of tide should future increases in boat popu 


ion justify such expansion Latest estimated cost of this harbor is S3S0,Q00 
Homer Harbor.—Submitted January 1950. Interim Report No. 2, Cook Inlet 
nd Tributaries, contains a recommendation for the construction of a 400- by 
300-foot small-boat basin dredged to a depth of 12 feet below mean lower low 
water and protected by a 950-foot rubble-mound breakwater Latest est 
if cost of this harbor is $505,000 
Juneau-Douglas Harbors Submitted October 1952 A review of reports on 


Juneau and Douglas Harbors recommends that the present inadequate small-boat 


facilities at Juneau be increased by dredging an area of 19 acres in extent 
depths of 12 and 14 feet below inean lower low water protected by a jetty 530 
feet long and a breakwater 1,150 feet long. At Douglas the report recommends 


he dredging of a small-boat basin 5.2 acres arena to a depth of 12 feet below 
ean lower low water protected by a roc k Jetty about 9O feet long 1} Lrite 


timated cost of these 2 harbors is $1,400,000 

Vinilehik Harbor.—Submitted January 1950 Interim Report No. 2, Cool 
Inlet and Tributaries, contains a recommendation for the construction of a 
small-boat basin at Ninilchik by dredging an area 820 by 150 feet to a de 
2 feet above inean lower low water with an approach channel 400 feet long to 
lepth of 9 feet above mean lower low water and protected by a 410-foot pile 


etry Latest estimated cost of this proje ‘'t is $178,000 
Seldovia Harbor.—Submitted January 1950. Interim Report No, 2, Cook Inlet 
ind Tributaries, contains a recommendation for the construction of small-boat 


facilities at Seldovia by dredging an area T00 by 300 feet to a depth of 12 feet 
elow mean lower low water protected by 2 rock-mound breakwaters 400 feet 
ind 600 feet long. The latest estimated cost of this project is $515,000 


NAVIGATION CHANNELS AUTHORIZED BUT NOT FUNDED 


Dry Pass.—Modified September 38, 1954 The original project providing 
hannel 60 feet wide and 6 feet deep at mean lower low water through 5 shoals 
n the waterway between El Capitan Passage and Shakan Strait was completed 
n 1937. Work authorized under the present modification consists of the widen 
ing of this passage to 70 feet and deepening it to 12 feet below mean lower low 
water to provide adequate passage for log rafts through Dry Pass. The latest 
Stimated cost of this project is $1,571,300. 

Vera Strait.—Authorized September 3, 1954. This project provides a steamer 
channel 24 feet deep and 200 feet wide through Whitestone Narrows. The latest 

estimated cost of this project is $283,000. 

Keku Strait in Rocky Pass.—Authorized September 3, 1954. This project con 
sists of removing rock hazards at 17 separate locations in Keku Strait to a depth 
if 5 feet below mean lower low water. This will provide a navigation channel 
150 feet to 200 feet wide through this hazardous area. The latest estimated cost 
of this work is $300,000. 

Castineau Channel.—Authorized March 2, 1945. This project will provide a 
channel 75 feet wide with bottom elevation at mean lower low water and approxi- 
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mately 414 miles long between Juneau and Fritz Cove. The latest estimated 
cost is $1,080,000. 

Seldovia Harbvor—Authorized March 2, 1945. This project provides for the 
removal of obstructions in the entrance channel in Watch Point to a depth of 
24 feet below mean lower low water. The latest estimated cost of this project is 
$276,000. 

Wrangnell Narrows.—Modified March 2, 1945. The original project consisting 
of a 200-foot channel 21 feet deep in depth was completed in 1984. The present 
modification provides a channel 300 feet wide to a depth of 24 feet below mean 
lower low water with improved alinement, deepening the reach through the 
Petersburg Bar to 27 feet and providing an anchroage basin 1,500 feet by 600 feet 
at mile 14. The channel work was completed in 1951. Work remaining to be 
done consists of the dredging of the Anchorage Basin at an estimated cost of 
$647,500. 

RECOMMENDED CHANNELS 


Vaknek River—Recommended January 1954. Interim Report No. 5, South- 
western Alaska, contains a recommendation for improvement of the Naknek River 
by the removal of 23 boulders from the navigation channel. The latest estimated 
cost of this work is $19,000. 


FLOOD-CONTROL PROJECTS AUTHORIZED BUT NOT FUNDED 


Gold Creck.—Authorized September 3, 1954. This project consists of the place- 
ment of a reinforced concrete channel lining in approximately 2,000 feet of Gold 
Creek passing through Juneau Alaska. This precipitous stream is a constant 
flood threat to the city of Juneau. Advance planning funds in the amount of 
$35,000 were contained in the last appropriation act. The latest estimated cost 
of the project is $428,000. 

Skagway River flood-control project—Authorized June 25, 1946. This project 
consists of the construction of a rock, brush, and earth training dike on the 
left bank of the Skagway River, the restoration of an existing breakwater and a 
300-foot extension and 2 short groins on the riverside of the breakwater. The 
latest estimated cost of this project is $822,000. 


RECOMMENDED PROJECTS 


Chena River flood-control project—Submitted May 1951. This project recom- 
mended in Interim Report No. 4, Tanana River Basin, to provide flood protection 
for Fairbanks and Ladd Air Force Base, consists of construction of a high-water 
diversion control structure on the Chena River, a high-water diversion channe! 
on the Chena River along the general location of Badger Road and into the 
Tanana River with about 12 miles of levee and the necessary drainage facilities 
and bridge structures. The latest estimated cost of this project is $9,650,000. 

Talkeetna River flood-control project.—Submitted January 1950. Interim Re- 
port No. 2, Cook Inlet and Tributaries, contains a recommendation for the con- 
struction of a rock revetment 1,500 feet in length and the left bank of the 
Takeetna River to alleviate flood damage. The latest estimated cost of this 
project is $65,000. 

Senator Magnuson. Just one more question. I understand it is 
your firm opinion, I ask this because of appropriations, that if we are 
going to go ahead w ith these projects, if they are of the feasible nature 
which you have found, that we are much better off with a progressive 
schedule in a long run and we save money. Isn't that your experience 
as an engineer / 

Colonel Farreni. Very definitely, In Alaska the transportation 
mobilization cost is so high. Another thing, sir, it is my opinion that 
Alaska is lost economically by not having these harbors. If you are 
going to boost Alaska’s economy, I believe it should be done now rather 
than wait. 

Senator Magnuson. And for the sum of $13 million we are going to 
get some thing, i _ your opinion, that is going to not only he ‘Ip the econ- 
omy of Alaska, but probably because of its feasibility ratio, the whole 
economy 
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Colonel Farreti. I think it definitely is, and I don’t think I am 
alone in thinking that, either. 

Senator MaGnuson. Yes. Thank you, Colonel. 

Next we will hear from Mr. Bentz, of the North Star Stevedorine 
(‘o., of Anchorage, who has some maritime matters to discuss. 

| might say to everyone here that testifies, Colonel, that sometimes 
you forget certain things, or you want to make corrections as to figures 
or ds ates, that we will keep the record Open so you can 
putanything you w ish in the record. 

Colonel Farrenn. Thank you. If we failed to put anything in, we 
will furnish it at your request. 

Senator MaGgnuson. All right. Mr. Bentz, we will be glad to hea 
from you, 


’o ahead and 


STATEMENT OF CLAUDE BENTZ, PRESIDENT, NORTH STAR 
STEVEDORING C0O., ANCHORAGE, ALASKA 


Mr, Benrz. Iam Claude Bentz, president of the North Star Steve 
doring Co. 

The economic lifeline to Alaska ts still its maritime shipping. Ocear 

voing transportation brings to Alaska almost every item that is neces 
sary for everyday living. a shipping is also the prime means 
of supply to the milit: ary forces in Alaska. Importance of this sea 
transportation was stressed sever: ul times in the past when certain 
ports have been tied up through labor nee s. The impact upon the 
economy Alaska and upon the livelihood of all the people here was 
substantially affected. 

Alaska has had its many serious transportation problems over the 
vears, Which have resulted in certain basic changes. There is probably 
no time in Alaska’s history where there are more drastic and serious 
changes being considered than at the present time, particularly in the 
maritime shipping situation. In effect, we may say that we are in a 
transportation revolution, As recently as 4 years ago we began to see 

these basic changes take place, such as the Alaska Freight L Ines opera 
tions bringing in barges with sealed truck vans which were loaded i 
the Pacific Northwest and not opened again until they reached shais 
destination. We watched an infant trucking business begin to com 
pete with the Alaska Railroad over new highways which had been built 
by the Federal Government. We saw more emphasis being put o1 
new port developments such as Whittier, and a switch in the conven 
tional freight handling methods on oceangoing freighters over to the 
container and palletized cargo operations, both on Coastwise and 
\laska Steamship. 

The important part of this transportation revolution will be accom 
} lished through the initiation of a traimship or sea train service be 
tween the Pacifie Northwest and rail-belt Alaska. The matter of sea 
trains has been under discussion for a number of vears, but it was not 
until this past year that it appeared there was any ser1ous tho ioht 
heme given this matter. 


The Army fe iNnsports ition C Oorps produced 2 cocument which was 
done by William Wver ley entitled the “Wyer Report,” dated May 
YT, 1954. on the ocean ca r ferry ope ration between the Pacific Nort] 


west and Alaska. This report dealt with the use of the tram-ship 
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operation in some detail, After considerable urging the Army mac 
this report public in the spring of this vear. Last fall the Anchorag 


Chamber of Commerce was led to believe that the Alaska Railroad Was 
conducting Investigation into the matter of sea trains or train ship- 


and that they were starting to negotiate with various water carriers. 
The ch: unbe r, feeling that this was a basic concern that should be dis 


cussed with shippers before any agreements were signed, sealed, and 
delivered, request d the See retary ot the In terior to conduet publi 
earings in Alaska. Secret: n'y Me IX; ay re plied t us. the early part 


of this year, that the Department of the Interior had no jurisdiction 
ind that 1t would have to be settled either | Vv the Federal Maritim 
Board or the Interstate Commerce Commission. and that there was 
SON quest oOhnas to VW hich ave} Cy or both would have ju) isdiction. Hi 
did, however. invite us to meet with the then General Manager of th 
\laska Railroad, Mr. Frank H. Kalbaugh, and go over the situatio) 
vith him. The chamber had prepared a list of basic questions whicl 
were asked, and we were unable to get the necessary answers. Follow 
ne this meetine we met jointly with the Seward Chamber of Con 
merece and decided that we should take our problem to vou 
committee. 

Re ently the Anchorage Chamber of Commerce met with a repre 
sentative of the Alaska Steamship Co., Henry W. Clark, who indi 
cated to us that their firm had been selected as the train-ship or sea 
train operator. We were told that the Alaska Steamship Co. had 
authorized the building ot two trainships for use mm the . laska tract 
Which would cost approximately $20 million, the cost of which would 
be insured through the Federal Government on a morte: ige basis which 
apparently Was authorized by the Federal Maritime Board. Th 
ships are beine designed to handle. as we understand it. 110 rail cars 
and 60 trailer vans. That two ports would be used, the port of Whit 
tier and the Ames Terminal at Seattle, and that roll-on roll-off type 
facilities woul | be construc an at eac h oft these ports. Ba sically, the 
Anchorage Chamber of Commerce feels that sea trains will be a bene 
ficial move to the shippers in the rail belt. It will certainly expedite 
service and also eliminate a great deal of pilferage and breakage of 
cargo. However, there are still some questions that should be an 
swered before the service goes into effect, 

If the Federal Government is underwriting the mortgage for con 
struction of these trainships for the Alaska Steamship C 0:5 gph this. 
n effect, set up or constitute a chosen instrument policy for maritime 
shipping in Alaska? We hope that it does not, since it may become 
feasible for a second carrier to operate a similar service in the future 
that would require Federal financing. 

With only two ports being used on a roll-on roll-off type operation, 
in the event of any port s hutdowns this would be a crippling blow to 
the entire sea-train operation. We hope that plans will be made for the 
use of alternate ports in an emergency. Originally, the Anchorage 
Chamber ot Commerce requested the Al: ska Railroad 3 Wn negoti: itions 
with the ocean carrier to suggest a lift-on lift-off tvpe of operation 
which, incidentally, was also recommended in the Wyer report because 
it was more adaptable to Alaskan conditions. In other words, if at 
some point the port of Whittier may not _ - civilian use, then cargo 
cou id be taken into Ancl norages Sew: ard, . Val les, ¢ rv other ship ping 


points. 


~ 
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We also raise the question which was brought out in the Wve1 repo 
thant if these trainships are designed to handle up to 60 trarler Vans. a (| 
the port 1 Adaska is Whittier, that this port is only served by th 
Alaska Railroad and has no access by highway. This would D 
to be a move by the Alaska Railroad to monopolize this type of bus 
ness and to eliminate its trucking competition. The point Wits also 
raised in the Wer report that if the large) Vans and tratlers wer 
placed on flat cars for a “piggy-back” operation, they would not b 
able to clear the tunnel at Whittier. Also, does thi mean that th 
\laska Railroad intends to compete With private true ki) Y Ooperatol 
by going into the trucking business / 
Although the shipping operator has guaranteed to provide the con 
ventional t\ pe ot service using container Cargos in Some cnses to othel 
orts In Alaska, it would appear threat they would have a very diff 


} It 
tit ie of keeping the freque ney of schedules that they have had in the 
past, particularly to the port sof western Alaska. 

We believe that the matter of the agency to have jurisdiction ove 
the interline agreements in connection with this sea-train operat 
hould be designated as soon as possible. 

\c stated pre viously, we be lieve that the Craliship ea Is abl eX 
cellent one and will bring and pass on many benetits to rail-belt ship 
pers, However, these few points that we have raised ive Questions that 
Wwe would like to have answered by t hic shipping Ope ator and 1) ttre 
Department of the Interior wh yaAppare tly have negotiated the ne 

rit without the hen fit of il public hearing wher the peopl hiost 
vitally affected, the Alaskan shipper, could be heard. 

Another point that should be raised in connection with mariting 
1) pping to and from the Territory of Alaska Is the fact that mi 
Alas 
Northwest to Alaska. Maritine shipping here has suffered severely 


kan shipping on a civilian basis is a one-way haul from the Pa 
from Government competition, namely in the MSTS. Many time 
MSTS ships SW Ine’ in here from the Orient and pi Ik up obsolete equip 
ment for delivery back to the States. If this cargo were pl iced aboard 
civilian ships, it would help immeasurably toward redu tiol of t hie 
one-wav haul. and might even lead to a lowering of rates. 

In addition. we fee] that one ot the oreatest benefits that could Of 
cur in reduction of rates to the rail belt would be for the developme) { 
of the port of Anchorage which will be touched on by another speake) 
at this hearing. 

I wish to thank the committee for allowing me to appear befor 
you today, and would be most happy to answer any questions that 
you might have on maritime shipping. 

Senator Magnuson. You mentioned you people were not consulted 
prior to the sloning of the contract with the Alaskan Steam, and the 
Department of the Interior. Do you know whether anyone was con 
sulted, I mean, in the area, or the shippers down South ¢ 

Mr. Bentz. Well, originally we understood that they were negotiat 
ing with about three different carriers, Alaska Steam, Coastwise Line, 
and Luckenbach, but as far as we know now it was just an agreement 
hegot lated with the one carrier back in Washineton. 

Senator MAGNt SON. | have a copys of the agreement. 
Mr. Benrz. You have a copy of it 4 
Senator Magnuson. Yes. 
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Senator Scuorrpret. What is the time element in that agreement ? 
[haven't seen it. May we have that for the record 4 
Senator Magnuson. Yes, we will put that in the record. 


Senator Scuorrre.. That will cover it. I will look at it. 


UNITED STATES 
DEPARTMENT OF THE INTERIOR—THE ALASKA RAILROAD 


Contract 14—-04-003-966 
TRAINSHIP OPERATING AGREEMENT 


This Agreement made and entered into this day of July 1955, by and 
between Alaska Steamship Company, a Washington corporation (herein called 
“Alaska”’) and United States of America, acting by and through R. N. Whitman, 
General Manager of The Alaska Railroad (herein called ‘“Railroad”’) : 

WITNESSETH : 

Whereas Alaska proposes to inaugurate a new type of common carrier 
service between Seattle, Washington, and Whittier, Alaska, through the use of 
special purpose vessels known and hereinafter referred to as Trainships, to be 
constructed for that service; and 

Whereas such Trainships will be primarily railroad car carriers with space 
under deck for approximately 110 railroad cars, or equivalent in trailer vans, 
plus space for trailer vans on deck; and 

Whereas such Trainship service will be operated in conjunction with the 
Railroad through its rail terminus at Whittier and in conjunction with con- 
tinental United States railroads and for local service through Alaska’s terminal 
at Seattle: and 

Whereas each such termini will require the construction of special shore facili- 
ties to provide for the efficient handling of freight and the expeditious load 
ing and discharging of such Trainships; and 

Whereas Alaska will own, lease, or otherwise control and operate such load 
ing and discharging facilities at said termini; and 

Whereas it is proposed that such common carrier Trainship service will be 
commenced following the completion and equipping of such Trainships and ter- 
minals: and 

Whereas for the mutual benefit of Alaska and the Railroad and for the most 
economical and efficient operation of said Trainship service it is deemed neces- 
sary to enter into an Operating Agreement covering, to the extent presently 
possible and foreseeable, the respective rights, duties, and obligations of Alaska 
and the Railroad in connection with such proposed Trainship operation: Now, 
therefore, Alaska and the Railroad hereby mutually agree 


SECTION . SERVICES 


(a) Alaska will provide and operate Trainship vessels of a type capable of 
handling rail cars and trailer vans between Seattle, Washington, and Whittier, 
\laska, on regular schedules consistent with the traffic needs and operating con- 
ditions of the trade 

(hb) The Railroad will operate its railroad service on an operating plan de- 
signed to give prompt dispatch off rail cars and trailer vans to destinations on 
The Alaska Railroad immediately upon discharge of Trainships at Whittier 
and to provide service to return cars and trailer vans to Whittier with equal 
dispatch for loading to Trainships for the return movement to Seattle. 


SECTION 2. RATES 


Through single factor rates from points in the United States to points on The 
\laska Railroad will be established and the Railroad will join with Alaska in 
negotiations with continental United States railroads to establish and publish 
such rates. Changes in such through rates will be made only in accordance 
with procedural agreements to be negotiated between Alaska, the Railroad 
and continental United States railroads. 

Rates between Seattle, Washington, and points on The Alaska Railroad will 
be determined and published by negotiations between Alaska and the Railroad. 
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All such rates and any rules or agreements relative thereto shall be subject 
always to the lawful orders, rules, and regulations of the regulatory bodies hay- 
ing jurisdiction. 

SECTION 3. RAIL CAR EQUIPMENT TO BE USED 


(a) Freight originating outside the switching limits of Seattle will be moved 
in cars of United States railroads and such cars may be loaded in Alaska for 
movement to points in the United States. 

(b) The Railroad will provide and make available to Alaska a pool of rail- 
road cars to be used for the movement of freight originating within the Seattle 
switching limits when such cars are destined to points on the Railroad. Upon 
the request of shippers having railroad sidings in the Seattle switching area, 
Alaska will dispatch cars of the Railroad to such sidings for loading in carload 
quantities, subject to tariff minimums. The Railroad’s cars will be used for the 
loading of l. ¢. 1. freight originating within the Seattle switching limits to be 
assembled and loaded at the Seattle l. c. 1. freight terminal to be operated by 

laska, or at such other loading points as may be agreed upon. Except for 

railroad cars consigned to Federal Government agencies at Whittier, cars of 
the Railroad will not be used for freight for Whittier discharge except under 
permit issued by the Railroad 

Under conditions to be specified by the Railroad, cars of the Rail 
dispatched to military depots or points of loading 
limits but within the Seattle area 


road may be 
outside the Seattle switching 
itching charges in the Seattle area accruing against the Railroad’s cars used 
n the movement of the }. ¢ 1. freight loaded at the Seattle 1. ¢. 1. freight terminal 
will be for the account of Alaska and will be included in terminal charges to be 


ile against the freight by Alaska. Charges which may accrue against cars 
the Railroad while in the Seattle area will be for the account of Alaska ex- 


ept charges arising from or occasioned by “owner’s defects” or other canse 


specifically agreed upon. The term “owner’s defects” as used in the operating 
ugreement shall have the same meaning as that term is defined in the “Associa 
on of American Railroads’ Code of Rules Governing the Conditions of and Re- 


pairs to Freight and Passenger Cars for the Interchange of Traftic.”’ 


SECTION 4. PER DIEM ON RAIL CARS 


Ver diem charges accruing on cars belonging to United States railroads will 
be handled as provided for in the Code of Per Diem Rules of the Association of 
American Railroads. 

(Alaska will account and settle for per diem charges accruing on such ¢cars 
from the time they are received by Alaska in Seattle until they are delivered to 
the railroad interchange at the Seattle dock terminal of Alaska upon their re 
urn from Alaska. Alaska will render billings to the Railroad for the per diem 
charges accrued against each car while in the possession of the Railroad 
possession is defined in section 9 of this operating agreement. 


ae 
a 


Privately owned cars subject to mileage rate allowances in accordance with 
le Code of Per Diem Rules of the Association of American Railroads will be 
ndled only by special agreement between Alaska and the Railroad and mileage 
r other charges accruing on such cars will be provided for in such special 
greements 


Cars provided by Railroad for movement of freight from within the switchin 
mits of Seattle to points on Railroad as provided for in section 8 (b) will not 

‘subject to per diem charges. 

This relaxation of per diem on Railroad’s cars contemplates the use of Rail- 
road’s cars between Seattle area and points on the Railroad only 

It is understood that Alaska will be responsible for per diem on Railroad's 
cars While in Alaska’s custody or control when such cars are used or loae 
destination other than Railroad via Trainships, such per diem to Commence 
om time such Railroad cars are dispatched or loaded, whichever is sooner 
It is recognized that the details of such per diem charges may be the basis 
for a separate contract betwen Alaska and Railroad 


fy 


SEC. 5. REPAIR TO CARS AND TRAILER VANS 


Repairs of owner’s defects which may be required on cars while in the posses 
sion of the Railroad will be made by the Railroad for the account of the car owner. 
Repairs of owner’s defects which may be required on cars while in the posses 


137 38—56 o 
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iska will be made or arranged for by Alaska for the account of the car 


Will be jointly maintained Whittier, by the Railroad and Alask: 
irs and trailer vans at points of interchange on arrival at Whittier 
ot uthbound cars and trailer vans shall be made on the day of 





\ signed inspection certificate shall be issued by such inspectors indicting the 
exceptions taken respecting the condition of Cars and trailer vans and such cert 





ical be delivered to the Master of the Trainship upon completion of 
disch ind prior to loading the Trainship at Whittier 
\ Murs Ol irs arising from Causes other than owner's defects shall be 
r the account of the carrier in possession thereof prior to such inspections. 
The Railroad shall be responsible for loss of or damage to trailer vans occur 
ig while such sare in the Railroad's possessi This responsibility will 





ipply from the ie the ailer vans e delivered to the Railroad at Whittier 





and will contin during the time wh trailer vaus are in possession of the 

Railroad and un they are delivered to A ka at Whittier for imovement to 

Seatt] Alaska a be 1 le to Ss ol damage to the trailer vans 

occu y m \ 
Did I Gl i S ii 

Ala ill e h and operat tel in Seattle to receive, handle and 

| into car ( freight shipme? { movement to points on the Railroad 

Wlaska’s Train | ice Po faci e and make possible the required 

d econ ! ht shipments by the Railroad at 

s destina 1 freight terminals, freight delivered to Alaska’s 1. l. termina! 

yr shipme s \ omarily baving a consistent volume 
of l. G& 1. Shipme! tor ira hip movement Wil be assembled at Alaska’s 1. ¢. 

termin for loading into the same car to the maximum extent practicable 

For this purpose the Railroad \ furnish Alask ith list of Consignees in 

shipment e of sutficis volume and frequency to justify 


lroad may discharge cars at 

destination h economy and dispatch the Railroad will furnish <Alask 
ha list ind ting the preference of order of discharge from individual car 

of 1. « freight fo \ us railroud stations and such preference loading of 
cars will be follo 1 by Alaski Phe hal id ll pay Alaska the sum of 
ids for each ton freight handled by Alaska through 
Ba; a2: freight shipments inbound for Alaska will also be handled througl 
Alaska’s freight terminal at Seattle No assessment will be made by 


Perminal f nd switching charges to be borne by the shipper shall be 


lit by Alaska in accordance with applicable published 


The R | i vide and operate adequate terminals as required 
f gh 
\ 
\ pI erate erminal in Seattle for the assembly, classi 
md rail ' into the Trainships Vo the 
extent pl by \ load cal | rainships in a manner that will 
y ( ‘ f f Anchorage firs ine 





Alaska provide ¢ Vi ler, Alaska, on certain property leased to it by 
Railro ( Le e N 14-04-005-060, dated July 1, 1955, as amended), necessary 
do ind bridge ramp faci es for unloading and loading rail cars and traile1 


ns. Alaska will appoint the Railroad will discharge cars and trailer vans from 
\laska’s Trainships and will load cars and trailer vans to such Trainships unde 
ms and con of such agreement. The order of dischars 


re 


e and Joadins 


trailer vans ls perations aboard the Trainships shall be sub 
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the jurisdiction of the Trainship’s Master or his des 


eration of and all movements on and over the bridge 
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h rules, regulations, and limitations as may be established by 





mr the purpose ¢ f determining the time of delivery and re¢ 
the point of interchange for delivery and receipt shal 
ige tracks at Whittier designated for this purpose. Deliy 


ession of trailer va 


is discharged from or to be loaded 





er terminal shall be in a certain vard adjacent to 
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ming and untustening cars and vans for the ount « 
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e Whittier terminal as it may indicate by appropriat 
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‘ Loe e} inn 
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ormed by the Railroad fe Cire Col 1 , \ ! ¢ 
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SEC. 15. CLAIMS 


Settlement of concealed and unlocated damage claims on freight originated 
by Alaska in Seattle for delivery to points on the Alaska Railroad and on freight 
originated by railroad for delivery within the switching limits of Seattle will 
be made in direct proportion to revenue divisions of the carriers. 

Similarly loss and damage claims for which responsibility cannot be specifi 
eally fixed will be settled on a basis in direct proportion to revenue divisions of 
the carriers 

The settlement of claims for freight originating or destined beyond switching 
limits of Seattle and involving carriers other than Alaska and Railroad will be 
determined by negotiation of an agreement between the U. S. railroad, Alaska 


and Railroad to become a part of this Operating Agreement. 


SEY 1¢ DOCUMENTATION BILLING ACCOUNTING 


Specific provisions to cover documentation, billing, and accounting will be 
negotiated between Alaska and the Railroad as requirements become definitely 
known and such provisions when agreed upon will become a part of this Operat 


ing Agreement 


Specific provisions for the settlement of freight, terminal, accessorial, per diem 
and other charges will be negotiated between Alaska and the Railroad as re 
quirements become definitely known and such provisions when agreed upon wi 


become nan part of this Opernuting Agreement 


Alaska and its insurers will hold the Railroad harmless against liability for 
claims 10 r contributions in General Average in respect to railroad cars owned 
by the Railroad and while employed under this Operating Agreement in the 
transportation of freight between Seattle and Whittier or while such cars are 
moving empty between those points for that purpose. 

SEC. ’ TRAFFIC CONTINUITY 


In order to maintain continuity in the flow of traflic in its Trainship service 
in conjunction with the Railroad, Alaska will give railcars and trailer vans 
moving to points in Alaska via the Railroad preference in available space aboard 
the Trainships, provided always that such preference shall be subject to the 


lawful orders and regulations of the regulatory body having jurisdiction 


Sh¢ ‘ PRAINSHIP ROt ING 

laska will route its Trainships, engaged in the service covered by this 
Operating Acres ent, directly from the Puget Sound area to its terminal facility 
in Whittier It is recognized that intermediate calls may be possible from time 
to time without affecting the basic Trainship service between Seattle and Whit 
tier, and it is agreed that such intermediate calls may be made by said Trainships 
by mutual agreements as circumstances and conditions may justify. 

SEC. 21. AMENDMENTS 


It is recognized by the parties hereto that certain provisions, conditions and re 
quirements of this Operating Agreement cannot be specifically set forth in detail 
at this time because of the need for developing more definite knowledge and in 
formation of the requirements of the Trainship service, as well as the require 
ments of other parties who may be participating in said service. This Oper 
ating Agreement may therefore be charged, modified, or amended by mutual 
agreement as circumstances and conditions may require 
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SEC. 22. TERM OF AGREEMENT 


This Operating Agreement shall remain in effect during the continuance of 
Alaska’s Trainship common carrier service contemplated hereunder. 

In witness whereof, the parties hereto have executed this agreement the day 
and year first above written. 

Witnesses : 


ae a a es OS a i emai ALASKA STEAMSHIP COMPANY, 


By Z eas 


UNITED STATES OF AMERICA, 
THE ALASKA RAILROAD, 


General Manager of The Alaska Railroad. 


Senator Magnuson. Then I also havea letter. I don’t know whether 
this will clear up this matter or not, but certainly all of the people 
should have this ee from the Department of the Interior 
dated September 30, at my request. This is a reply, and Lam quoting 
the letter in rep ie to my letter of September 22 requesting a report on 
the present status on the proposal to establish a sea-train service to 


Alaska. 


The letter which former Assistant Secretary Orme Lewis forwarded, which 
was sent to you on March 8, that is, to me, outlined the policy of the Depart- 
ment with respect to the proposed sea-train services and summarized its status 
as of that date. A copy of Secretary Lewis’ letter is enclosed for your reference, 
Also enclosed is a copy of the opening agreement concluded between the Alaska 
Railroad and the Alaska Steamship Co. on July 1, 1955. The enclosed agreement 
was concluded as a result of negotiations in Anchorage, at which Secretary 
Lewis advised you were underway. 

One of the primary concerns of the Department of Interior in connection with 
the sea-train service was assurance that service to other ports of Alaska would 
be continued. At the time that the enclosed operating agreement was negotiated, 
the question of service to other ports was discussed. It was not included in the 
agreement since an understanding on that point had earlier been reached be- 
tween the Department and the Alaska Steamship Co. 

In a letter to former Assistant Secretary Lewis dated December 1, the com- 
pany stated the Alaska Steamship Co. has served all of Alaska for 60 vears. 
In 1953, 83 different ports were served. Southeastern Alaska is served by sailings 
at least every 7 days and southwestern Alaska is served by a minimum of 2 
weekly. The other areas in Alaska, such as Bristol Bay, Norton Sound, and other 
points in southern Alaska, principally are due to meet the requirements of in- 
dividual areas and communities. 

The long-established policy of this company to serve all of Alaska will remain 
unchanged with the establishment by it of the rail-car-truck-trailer service. 

In a letter dated August 10 to Mr. R. N. Whitman, general manager of the 
\laska Railroad, Mr. D. E. Skinner of Alaskan Steam, confirmed the above cited 
policy on the part of his firm, quoting that paragraph FE said, and thi 
quote: “This statement represents the policy of the company.” 


On July 1 the Alaska Railroad also issued a lease Alaska Steamship Co. of 
7.70 acres of land and water at Whittier for use as a sea-train dock site. <A 
copy of this lease is enclosed for the use of your committee. The foregoing 


information represents the present status of the sea-train proposal insofar as 
this Department is concerned. 

The Alaskan Steamship Co., I understand, has been making active progress 
toward constructing the vessels to be used in the service. I am now, however, 
in position to advise you with respect to the status of their plans. 

The other two firms which have approached the Department with proposal 
to inaugurate sea-train service to Alaska were the National Bulk Carriers, Ine 
of New York, and the Coastwise Luckenbach Steamship Service, Inc. I under: 
stand the latter firm is still interested in the service. There are, however, no 

gotiations under way with Coastwise, Luckenbach, and the railroads. 
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Piease feel free to call on me at any time I can be of assistance. A represent- 
ative of the railroad, probably, Mr. Manley, assistant general manager, will 
be available in Anchorage to provide your committee with any additional infor 
misatie hich may be required. It will be necessary for Mr. Whitman to be in 
Washington during the week of August 1. 


And th ; from Anthony T. Lausi, Director, Office of Territories. 
the Department of Interior. 

Mr. Benrz. What negotiations were supposed to have taken place 
horage in July 4 

or Magnuson. T am not familiar with that. TI am only read- 

ing the letter, and the letter is fairly recent. Here is the full brief on 
the whole matter: this is their appl eation to the Maritime Adminis- 
tration. It is to lone. but I think it nnieht be of interest to the people 
of Alaska to know what they intend to build. 

Mr. Bentz. I think so, too. 


4 
mn nere 1? (ne 


Senator Magnvson. The general characteristics of the proposed 
ew vessels are as follows: 


(a) Dimensions: 


Ft In 

Length, overall (approximately ) 579 0 
Length, B. P 541 4 
Length, load waterline 560. 0 
Beam, molded at load waterline RDO 
Beam, molded, maximum , 86 6 

Depth to upper deck at side amidships 67 2% 
Depth to 2d deck 30 O 
Design draft , 22 0 
Light draft, approximately (no cargo arrival) Sakae nara cs Sele 

(4) Gross and deadweight tonnages: 

Tons 


Gross tonnage, approximately, tons 3, 500 
Total deadweight, tons 9, OOO 
Cargo deadweight, tons (with fuel oil for 1 round trip, 45 tons) 8, 400 
(c) Bale and eran capacities of all cargo holds: 
In view of the special purpose nature of these vessels, as detailed 
elsewhere herein, they do not have the traditional cargo spaces. The 
capacities of the ear decks, main and second, are: 


[In eubic feet 


| 





} Grain cubic Bale cubie 
Main ceck ’ 785, 000 668, 000 
2d deck 761, 000 646. 000 


on which the following freight cars (or trailer equivalents) can be 
carried : 


10-foot standard freight cars (44 feet, 9 inches length overall) —--~_~- 5D 
50-foot standard freight cars (55 feet, 2 inches length overall) —__~ 55 


Total freight cars : Site ak ahaa cas atemnmeth 110 
Trailers (40 feet, 914 inches length overall) (on upper deck) —__--~ iy 40 
Cargo oil (diesel oil) barrels (in cargo tanks) 
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l- (7) Capacities of all tanks, storage spaces, refrigerato Space 


ul ire shown below 


Fuel oil 


in 
eC ) hott N tart 1 
1) f N 4 rt. starboar j 
) } N ort rhoar 1<¢ ( 
| Dout t a ery ort, start rd { ! 
) ) No. ¢ rt rt ! 1 
Dn ) et N t, starb id | 
) } \ i = | j 
e 
] Salt water 
) k N 
) b ; 
\\ t 
Cargo oil 
) 
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) k No. 4 
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, i ! I 
Fresh water 
) 
) 
' 
Reserve feed water 
otal 
Lubricating oil and diesel oil 
Located 
Tank between 
frame 
Lubricating oil sump 64-66 
Lubricating oil gravity (upper deck O90) 
Lubricating oil stowage (machinery space 6442-ti 
Total, lubricating oil 
diesel oil (navigation deck 4514-46} 
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Stores 


Location 
Capacity 
Compartmer cubic feet 


Frame Deck and sides 
Dry stores 55 -5834| Upper deck, star- 714 
board. 
Steward’s stores 4816-50 Upper deck, port. 403 
Meat 57/2 “3044 G6.... 428 
Vegetables : 5814-60 Upper deck, star- 12 
board 
Dairy--- a 154 
rotal stores : : c 2, 161 


There are no spaces for refrigerator or separately chilled cargo. 
All cargo will be carried on freight cars and/or trailer vans. 

(¢) Number and classes of passenger accommodations: None. 

(7) Type and power, and in the case of steam machinery, the gage 
pressure, total temperature, and vacuum expected of propulsive 
machinery : 


Power: 
Total normal shaft horsepower (about) 2 _ 11, 500 
Normal shaft horsepower (each) (about) ceca Oy ee 
Maximum continuous shaft horsepower (each) (about) aba . —§ 
Normal propeller revolutions per minute Foie itis pahaiea oe eas nalsop oe atcha eae 120 
Number of screws... ._- - siecle cpecrarenesteceane 2 


Main propelling machinery : The main propelling plant to consist of 
two high-speed double- reduction-ge: ared turbines “of the latest mer 
chant marine design driving propellers turning outboard. The tur 
bines to be of the single casing or cross « ompound design, the selection 
to be based on evaluation after receipt of prices and delivery. 

Steam to be generated by 2 water-tube boilers of the bent tube, 

2-drum type at 615 pounds per square inch gage pressure and 850° F. 
at the superheater outlet. Boilers to be fitted for burning fuel oil 
under forced draft and have regenerative gas air heaters. 

(7) Kind of fuel to be burned: Bunker “C.” 

(A) Sustained sea speed at designed load draft: 

Sea speed, sustained, knots__-------- fesse Sma at ceed : 17.3 
Trial speed, knots__-~~- eee 18.8 
Estimated shaft horsepower, sus stained s sea spe ped _ baie A ae 
Estimated shaft horsepower, trial speed_ ‘ piiwiceenannse 12, 100 
Normal shaft horsepower (subject to model a ss Sansa cena’ eg 
Maximum continuous shaft horsepower (110 percent normal) wars Le, GOO 

George C. Sharp, Inc., 30 Church Street, New York, N. Y., has been 
engaged as sea rvising architect. This is one of the oldest and most 
highly respected firms in this field and has had long and broad experti- 
ence in designing vessels of all types. Specifically, during the past 
2 years this firm designed the roll-on, roll-off prototype vessel for the 
Military Sea Transportation Service and has acted as consultant to 
the Federal Maritime Board in the design and preparation of con- 
struction and operating data for the Board’s prototype coastwise 
trailership, which is a vessel of the approximate size, and contains 
the same basic elements as the ships contemplated by this applicant. 
(pplicant’s vessels, however, will be primarily railroad car carriers 
with space underdeck for 110 railroad cars, or equivalent in trailer 
vans. plus space for 40 trailer vans on deck. 
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The above information with a ct to the general characteristics of 
the proposed vessels, as required by item C (2) of the regulations, is 
take ‘1 from a booklet prepared by ‘George (¢ Ja Sharp, Ine. ‘ whic h Col 
tains the naval architectural information required in connection with 
this application. That booklet is submitted herewith as exhibit F and 
is made a part hereof for the purpose of providing detailed answers 
to all of the questions of a naval architectural nature contained in the 
regulations. It also contains considerable detail with respect to the 
ramps for loading and discharging cars and vans. 

3. A statement of how the proposed construction will result in a 
vessel which will meet the needs of the service, route, or line for which 
intended, and the requirements of commerce with emphasis on the 
following factors: (a) Cargo accommodations—cargo space and fit- 
tings and appliances for handling and stowing cargo; (6) passenger 
accommodations; (¢) construction and design: and (d) accommoda- 
tions for officers and crews. ‘There shall here be set forth a statement 
of the estimated operating expenses and revenues of the new vessel 
on a voyage and annual basis and a comparison with similar figures 
for a typical vessel of the fleet now serving the trade route for which 
the new vessel is intended. The relative differences in performance 
from an economic and business standpoint should be pointed out. 


SALIENT FEATURES OF DESIGN 


The vessel will be designed for ocean service and will be specially 
fitted for carrying loaded railroad freight cars and trailers and a 
limited volume of cargo oil between Seattle, Wash., and Whittier, 
Alaska. 

Che two-car-deck design with level decks and stern loading on the 
roll-on, roll-off principle has been adopted in order to meet and take 
advantage of unusual tidal conditions at the terminals. 

The extreme tidal range in both harbors is approximately equal 
to the required height between the car decks (height, 18 feet, 6 inches, 
Seattle tide, 17 feet; Whittier tide, 19 feet). The time for a tidal cycle 
is also the time required for a roll-on, roll-off operation. The agree- 
ments between tidal range and required car-deck heights, as well «as 
the time factor in the tides, permit the adaptation of an economical 
roll-on, roll-off design. 

The freeboard to the car decks is arranged so that at low tide the 
higher car deck is approximately at pier level and at high tide the 
lower car deck is at pier level. Thus, using the tides to raise and lower 
the car decks to favorable roll-on, roll-off elevations is the basic feature 
in the design. 

Roll-on, roll-off operations are as follows: When the vessel arrives 
at extreme low tide, the terminal bridge will engage the main deck, 
which is then at a favorable height and operations can begin on this 
deck. When arriving at extreme high water, the terminal bridge 
engages the second deck first. At mean tide, either deck can be con- 
nected to the bridge. In this state, if the tide is falling, either deck 
can be connected to the bridge. In this state, if the tide is falling, 
operations will start first from the main deck; if the tide is rising 
from the second deck. The tide will always favor one deck or the 
other, keeping the slope of the terminal bridge within the permissible 
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5- to 6-percent gradient, and roll-on, roll-off operations will be 
continuous. 

In order to assist the loading and unloading operations during ab 
normal tidal conditions, the vessel has longitudinal trimming tanks. 
These tanks can be used before docking to put the vessel in favorable 
trim, before arriving at the terminal. The trimming tanks will also 
be used during roll-on, roll-off operations to minimize the slope of 
the bridge as desired. The rate of transfer of water in the trimming 
tanks will also be used during roll-on, roll-off operations to minimize 

he slope of the bridge as desired. The rate of transfer of water in the 

trimming tanks gives a change of trim of about one-half inch per 
minute. The vessel will be stabilized to minimize heel during roll-on. 
roll-off operations, or the bridge will be designed to accommodate the 
ship’s list. .A detailed study of roll-on, roll-off operations will be 
made in conjunction with the bridge engineers to determine the most 
suitable combination of shore bridge design and ship stabilizing 
features. 

Freight ears will be earried Ol second deck and main decks. The 
internal structural design, and method of track installation in these 
spaces make them equally suitable for carrying trailers. Spacing ot 
pillars is arranged so that seven full rows of trailers can be accommo- 
dated on each deck in the space normally occupied by six full rows of 
freight cars. The car tracks and jack rails project only 14% and 214 

hes, respective lv. above the deck, allowing trailers and other ve 
hicles to drive onto the decks. Trailers will also be carried in the open 
on the upper deck which is specially reinforced for this purpose, and 
will accommodate 40-foot trailers. 

It is anticipated that 2 standard S1zZes (40 and 50 foot) of freight 
ears will be carried. Their overall lengths are approximately 45 and 
55 feet. The car decks are arranged so that 55 cars of each length can 
be accommodated, 1. e., 55 long and 55 short cars, a total of 110. 

Cargo oil capacities are limited to the projected requirements fo. 
the service. 

Freight cars will be secured to decks in exactly the same manner as 
on the seat trains and other train ferries, a method which has proven 
entirely successful. While the securing apparatus is the same, the 
mechanism will be power driven instead of hand operated. 

Trailers will be secured to decks by equipment devised by the Alaska 
Steamship Co.. which is now being used for securing trailers in holds 
and on weather decks of Liberty and other ships in the Alaska service. 
This equipment has proven entirely successful, and the record shows 
no losses or damage totrailers. The equipment consists of a steel horse 
the same width as the trailer upon which trailer forward end is resting. 
The trailer kingpin engages the center of the steel horse, which is 
secured to deck by turnbuckles. A similar device will be used at after 
end of trailer. 

The kind of cargo carried requires vessel proportions in excess of 
normal. In developing the lines, care has been taken to produce a 
form with good seakeeping qualities. Sections and horizontals are 
shaped to give good damping effect against motions in a seaway. 
Rolling period for the loaded ship is about 16 to 18 seconds; for light 
load of 12 to 14 seconds. 

A modern cargo vessel normally has a one-compartment standard. 
In the design development it has been found that by an advantageous 
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iocation of cargo oll tanks and trimming tanks, a two CcoOmpartine rit 
standard could be cbtained for flooding and damaged stability with 


out iMposing any appreciable penalty. 
ADAPTATION OF DESIGN TO TRAILERSHIP SIDE PORT LOADING 


As indicated above, each deck will carry seven rows of trailers ex 
iu tly as on the Maritime Administration coastw ise trailersh ). In 
ternal structural arrangements are similar in the two designs. By 
installing side ports and internal driveways exactly as on the Maritim 
Administration trailership the proposed vessel will be able to handle 
trailer cargoes at most terminals without installing special facilities 
shore. 

Phe cargo loading deck has 2 feet greater freeboard than that of the 
Mari time Administration coastwise trailership, but ballast facilities 
r none ated in the design, which will permit ballasting to the 

une freeboard. The vessel in this operation W ilk « carry Y4S 32-foot 
ilers. 


ADAPTATION OF DESIGN TO MILITARY VEHICLE CARRIER 


] 


by incorporating the desion modifications stated above under a lip 
tation to trailership, and adding an intermediate deck with ramp 
driveways in the forward half of the upper ‘tween deck to provide 
for low vehicles, the vessel will have 45 percent greater capacity fon 
vehicles of 2 Infantry division that the MSTS vehicle Cargo ship 
(Maritime Administration design C3-ST-l4a, Navy design ‘TAK 
269). By installing hatches and cargo gear to service the holds, the 
une proportional increase of military general cargo can be carried 
In this condition the vessel will have a cruising radius of 18.000 miles 
when operating at a sea speed of 18 knots. A two-compartment 
standard for flooding and damaged stability can be maintained 

Statement of how the proposed construction will result in vess 
which will meet the needs of the service, route or line for which in 
tended, and the requirements of commerce, should be divided into 
two sections—the one concerning the commercial uses thereof and 
upon which the economic feasibility of the project must rest, and the 
other the national defense potential thereof upon which the spect il 
purpose certification of the Department of Defense must rest. 

Now, this is voing to he the amount of loan, it W il] be approxim itely 


S15.S837.000, covering 2 such vessels to be built at the estimated cost 
of $9,050,000 each, being 100 percent of the Sil, percent cost of 
construction. 

If you remember, we passed the bill, a special-purpose bill that the 
Government mortgage could be 100 percent on 87144 percent of the 
cost. Under the Merchant Marine Act of 1936 it is 90 percent on 75 
percent of the cost, but for special purpose ships it Woes higher, 

And we also have for the benefit of anyone a Copy of the lense be 
tween the Alaskan Steamship Company and the Railroad for the 
Whittier terminal. 

I don’t know what benefit this is going to serve because apparently 
this is all done. 

Mr. Bentz. It is all done; that is it, without any publicity or noti 
fication to the people up here that are going to be the customers. Am 
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I to understand then that if the coastwise line deem feasible that they 
could still negotiate and get the same kind of a loan, or do they think 
two seatrains are all that is going to be needed / 

Senator Magnuson. Well, anyway, we have the information from 
the Department of Interior suggesting that the other two lines are 
still negotiating, that is. the latter firm. the Coastwise Luckenbach. 
Thev don’t mention what the situation is with the National Bulk Car 
riers. and that I don’t know. This is the latest information we have 
from the Department. 

Gf course, under the act anyone building a special-purpose ship 
could make application for any run for Alaska, or any other runs 
special, and vet LOO percent on 871 » percent. 

We also have a letter from Charlie Wilson, Department of Defense. 
which we can put in the record. But they are making them special 
purpose vessels by increasing the shaft horsepower provided to get a 
speed of 18 knots and Increase the electric generating capacity by up 
pr ximuttely 200 kilowatts or the S00 specified. 

Of course, the Defense Department has an interest in this because 
of the defense angles. and that is what in effect makes them also 
special purpose ships. Also, they have to he “wpproved by the Defense 
Department. So apparently this is done at least as far as one carrie) 
is concerned. 

Senator Scuorerrer. Mr. Chairman, might [To ask you—you have 
given much more attention to this than I have—do you consider this 
an exclusive contract ? 

Mr. Bentz. Well, that is the way it appears. 

Senator Magnuson. This is off the record. 

(Discussion off the record. ) 

Senator MaGnuson. On the record. 

Mr. Benrz. I think another thing that the public wants to know, and 
particularly the trucking companies up here, is the ownership of the 
vans they intend to carry, whether they intend to carry vans owned 
by the Alasdka Steamship or Vans owned by the Alaska Railroad. or 
are they going to carry vans of any commercial cargo trucker who 
would like to put on there ¢ 

Senator Magnuson. Well, Tam sure we ean find this ont. 

Mr. Benz. I mean, that isn’t spelled out any place. 

Senator Magnuson. General counsel advises me that he has quickly 
looked over the lease, and that it 1s not spelled out in the lease, Sec 
tion 19, however, says: 

In order to maintain continuity in the flow of traffic in its trainship service 
in conjunction with the Railroad, Alaska, will give rail cars and trailer vans 
moving to points in Alaska via the Railroad preference in available space aboard 
the trainships, provided always that such preference shall be subject to the 
lawful orders and regulations of the regulatory body having jurisdiction. 

Senator Scnorpren. Mr. Chairman, I would like to ask Mr. Bentz 
one question right here. 

Senator Magnuson. Yes. co ahead. 

Senator Scnorrrer. I think the questions we have asked about that, 
frankly, I would like to know a little bit more about it from the stand- 
point of exclusivness of it. 

Senator Magnuson. We want to be fair. I can assure vou that 
Senator Schoeppel and myself, and the Delegate here, surely want 
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fo find out about all of this because this is thrown at us pretty 
fast here. 

Senator ScuoerreL. In your first paragraph, and I mentioned this, 
| do not care to vo into it Wy ny detail, I mention it because some of 
these eel difficulties, as | gather from what I have heard around 
Washington, have resulted in some of the violence of some of these 
labor disputes in the long continuation of them. Might I ask you 

s question 4 

Do you think that there has been a progressive Improvement in those 
elationships so that at least Members of Congress do not feel that, 
vell, if they go out on some of these things, or make some of these 

provements they are going to run into conditions that are going 
to tie them up; is there an improvement in that situation / 

Mr. Bentz. In my opinion it has been improved a little because 

ley are now signing 2-year contracts instead of 1 year which would 

id you to believe that ~~ are being fair in giving long-range agree 
ments which should be binding. The last agreement was signed for 

, vVea;rs. 

“Senator ScHoEPPEL. | have no furthe ‘rque sstions. 

Senator Magnuson. I might say there, Senator Se hoep pel, we will 

1d when we get down to Seattle that it has been of primary concern 
to us down aa and that we have — great = by the ap 
pointment by the mayor of what they call an advisory committee 
which is composed of labor and members of management. Before 
we never went by a year in 17 years without some labor trouble and 
tieup of the Alaska service. Unfortunately it was usually at the 
wrong time, the height of the season. We have now, knock on wood, 
survived over 2 years. With a lot of the matters that might have 
sused some trouble in the past, they sit down around the table and 
work them out, and I think we have made some progress. You agree 

vith me, don’t you, that we have made some progress ? 

Mr. Benrz. That is right. It is 3 years this fall since there has 
been any tieups. 

Senator Magnuson. And we used to have them at least yearly. I 

ad the figures showing so many days in that period. 

Mr. Benrz. I believe last year “Alaska Steam had a little trouble 

ear before last, with some of their ships, but the service wasn’t inter 
‘upte «Lentirely. 

Senator Magnuson. For the benefit of you people here who have a 
deep interest, I think I am correct in saying this, Mr. Peliegrini will 
know, too, the Department of Interior is the proper agency to con- 
‘ude any agreements involving the railroad. The Maritime Board 

the proper agency to conclude any agreements relative to the con- 
true tion of the ships. 

The Maritime Board may act upon advice of the Secretary of Inte 
rior. I think the principal responsibility here must rest with the Inte- 

r Department any way you look at it. The Maritime Board is acting 
“a ‘rastraight law on the question of construction. 

The Delegate would like to ask a question. 

Delegate Bartiterr. Do you know if rate regulations are proposed if 
the sea-train operation goes into effect ? 

Mr. Bentz. Well, the statement was made that the rates would be 
reduced by the handling charges in Seattle and by the handling charges 
in Seward, which were estim: ated would amount to about $10 a ton. 
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Senator ScHorpreL. Reduction 4 

Mr. Benrvz. Reduction. They didn’t take into consideration any of 
the other reduced costs of the stevedoring, but just handling on the 
dock. estimated to amount to about S10 a ton. 

Delegate Barrierr. Have you heard any statement from the steam 
ship company concerning that 4 

Mr. Benrz. No.sir. The only time I ever heard that statement was 
from Mr. Kalbaugh. 

Senator M AGNUSON, | believe it should be further cleared, TOO, of 
course, that the Maritime Board would have no authority in the leasing 
of the dockage facilities: they only deal with the ships. 

Mr. Bentz. That is the Interior again. 

Senator Magnuson. That would be Interior. And the mortgage 
surance does} | cover the dock. 

Mr. Benvz. The dock on either end 7 

Senator AY AGNUSON, Not on either end: SO, therefore, I would think 
that th 5 would have the so-« alled upper hand. Their decision would 
pe the controling one. 
Mr. Benrz. Well, understand from this lease then that the rail 
road is not going to build the slip on this end; they just rent it. They 
have just leased the land. It is going to be built by Alaska Steam. 

senator \] AGNUSON,. They lensed ia y acres, | suppose down here 
in Whittier. 

Mr. Bentz. Whittier. 

Senator Magnuson. Without VYOIND Into any detail here, a copy Ot 
this lease and letters are available to anyone interested. llowever, we 
only have the one copy so you will have to see Mr. Jarrett. He will be 
olad to let anyone look at them. 

Any further questions of Mr. Bentz / 

Senator Scuoerret. [have no questions, thank you. 

Senator MaGcnuson. Thank you, Mr. Bentz. 

Mr. Bentz. Thank you. 

Senator Magnuson. And again I can assure you that we will do 
what we can to find out about this matter. 

Is the newly elected mayor of Anchorage here? He is, and we will 
hear from him. 


STATEMENT OF KEN HINCHEY, CHAIRMAN, KNIK ARM CAUSEWAY 
DAM COMMITTEE, ANCHORAGE CHAMBER OF COMMERCE 


Mr. Hincury. First, Senator Magnuson, I would like to clear up 
one point. [am representing the chamber of commerce. 

I am fortunate to be the mayor of An horage, which ] am also 
representing. 

Senator MaGnuson. I wouldn't make that statement so quickly. 
You nay not say that after a while, but we hope that will be true. 

Mr. Hincney. For the record, as of this morning I have my diploma: 
lam proud to have that, 

f am also re presenting about 50 businessmen at SLOO per ticket on 
some of the work that has been put into this. I want to assure you 
that what I have in my statement is not written, or has any intent 
of conflicing with other port plans in this immediate area. 

This, by the way, can be assured to be a full measure rather than 


a half measure. And along with the sea-train talk which has just 
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been brought up to subject, that too, I think, in behalf of this com 
inittee. is a half measure. 

It seems to me, Mr. Senator, that we have been saddled, and will be 
saddled forever, with high cost transportation. Therefore, the 
thinking is directed towards faster high-cost transportation or a less 
cumbersome high-cost transportation. 

I would like to work on the theme that we are entitled to a lesser 

ost transportation in western Alaska than as you mentioned. ‘The 
only thing that we can do now to lessen the economies in our western 
\laska, which is from Cordova, Seward, to Nome and Point Barrow, 
sto lower the cost of freight. 

| al chairman ot the Konik Arm Causeway Dam committee of the 
\nchorage Chamber of Commerce, and feel that I am qualified te 

e the following statements, for several reasons: 
| have heen ih) Alaska Sslnce 1937 and have done business 1h) the 
lerritory for 1S years. 
ne of the first On Cupations | had Wasa drayage business, | known 
is the Northern Transfer Co., and much of its activities were centered 
Hout the ocean dock and this Anchorage harbor area. 
Il have w 





assisting’ to 


ced within heavy construction business, 

struct Healy ot the C1\ ilinn. POVernmentat agencies and the milit ir'y 
stallations, and IT have acquaint ed mivself with many of the western 
| ‘a probl his by personal issoclAtioOn md have made certain dedue 
Ms nbout these conditions, which ada up tothe follow ne com lusions: 
(7) That Alaska is vital to the North American defense picture, 
d to all other non-Communistie peoples, because of its location m 
the northern hemiusp here. 

(4) That for 15 years the western part of Alaska has been developed 
by, but subjugated to, a milit: ivy defense attitude, hence a biased 
eCOUOIMY. 

(¢) ‘That a hardy and ambitious people have migrated to this area 
and have a complished many great feats in construction and develop- 
ment because of, and in spite of this economy. 

(7) That because of a drastic war condition, and later and presently 
a cold war situation, many abnormal things have come to pass by not 
too reasonable methods. 

(e) That the present-day civilian status of western Alaska is some- 
what unstable and quite subject to governmental and military controls 
and decisions, but this ag rson is quite willing to concede to the pros 
perous past, provided he be given opportunity to express hims¢ . and 
assist in the planning and execution of a more normal and stable 
future. 

(f) That transportation is the most important factor in his past, 
present, and future economy, 

(7) That land travel roads, air travel airports, electric power, and 
more lenient and sensible property discipline are Important, in their 
respective orders. 

Therefore, it is my definite belief that the most important develop 
ment to enhance the ec onomy of western Alaska, stabilize it te 2 more 
normal peacetime balance, and assure the Alaskan civilian an oppor 
tunitv to carry his own load at less cost, is the development of a 
cheaper transportation system than now exists. Hence, the Knik Arm 
‘auseway dam. 
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It is my belief that the least costly of all types of transportation is 
the deep sea vessel shipping, provided the distances involved justify 
the loading and discharging costs. Every other type of tr: ansporta 
tion is second to this, including rail, sur face tired vehicles, air, and 
that all means of transportation can only be justified by the relative 
factors which affect it and make it the most practical. Western Alaska 
must have a cheap, heavy water transportation if it is to develop 
beyond its present status, normal channels. Transportation traffic 
finds the channel of least resistance, which it has done in the Anchor 
age area, but because of the odd conditions of landscape and weather, 
the cost of cargo flow cannot be reflected to western Alaska economy. 

With much informal research and study, with interrogation of 
engineers of many fields, with a background knowledge of the prob 
lems of this particular area, Lam convinced that : 

1. A dam which would serve as a causeway for rail and highway 
transportation, when completed, must be built in the immediate vi 
cinity on the upstream side of the Anchorage-Knik Arm Harbor. 

Zs When this 1ob Is completed, ana west coast and foreign vessels 
can enjoy a 12 months’ uninterrupted schedule of traffic in and out 

’ Anchorage tidewater port, and many, many other benetits will be 
enjoved by: 

(a) The military, our biggest and most active industry. 

(4) Our present Alaskan residents, who have much at stake and 
very much to gain in a reduced cost economy. 

(c) The multitude of newcomers, capitalists, and plain citizens who 
will come to enjoy a livelihood in this vast Territory. 

The changes that will come about by the construction of this cause- 
wav will be severe, and for the better. The ice during the now critical 
months of the winter will be at a minimum and quite navigable. The 
currents. which presently drive this ice at a treacherous rate of speed, 
in a destructive manner, will be almost alleviated. The temperature 
of the fresh water, which presently creates a multitude of ice in our 
harbor, will be raised so th: at the natural manufacturer of ice will be 
changed to nil. T is likely that the silt, which is assumed to be some 
problem to heavy shipping equipment, will be far less in quantity per 
cubic foot of water. More than one shipping company, I believe, will 
construct commercial docks of a usual type, if given land space by the 
Federal Government, at their own expense. Competitive shipping 
firms will vie for business in this port. It seems practical that pas- 
senger service may be resumed. 

This causeway will bring land, now 100 miles land travel distant, to 
within 2 miles of the Anchorage city center. The highway system can 
be extended, through a now presently surveyed right-of-way, to 
McGrath, to Bristol Bay, to Nome. Tremendous values in min- 
erals, agricultural lands, and timber will be exposed to industrial 
development. 

Many statements of fact pertaining to these resources could be 
made in this hearing, but these will be presented in a more complete 
study at an early date. 

The Alaska Railroad could be rerouted over a more direct route 
to Fairbanks into the northland, and this writer does assume that 
with the increased activities and the lesser cost of operation, Anchor- 
age to Fairbanks, the Alaska Railroad could quite likely suffer a neat 
profit over present operations. 
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\ tremendous lake, Knik Lake, will be the result of the causeway. 
It will cover an expanse of over 25 miles in Jength and 8 miles in ex 
treme width. It will be a fine tourist attraction, could become one of 
the greatest salmon hatching areas in the world, and could possibly 
be a reservoir for hydroelectric power that might be generated on the 
crest of said causeway. 

Anchorage will be removed from its present “island” status and, in 

development, all neighboring cities and environs will enjoy in- 
reased activities and greater wealth. It is deemed necessary by the 
upreme military that western Alaska must have two active ice-free 
ports 

Senator Magnuson. Mr. Mayor, have the engineers ever looked at 
this projec 4 

Mr. Hincnry. Yes, sir: they have. 

Senator Magnuson. Have they made a report on it, do you know 4 

Mr. Hincnry. No; they haven't a conclusive report. They have 
nuch data which I have not obtained from them, which they have 

olunteered to let me have at my request. Just at this moment, our 
igineer is here to start gathering that data. 

Senator Magnuson. Well, of course, in order for us to be of any 
direct help in this matter. we would have the engineers make an official 
formal report on the project, like they would do in these other projects, 

oncerning its feasibility. 

Mr. Hincury. Yes. Sure. 

Senator MaGnuson. Have you looked at it at all, Mr. Moats? 

Mr. Moats. Not to the point where we could give any conclusive 
mswer. 

Senator Magnuson. Well, you have to get a directive from Congress 
to 1o so. 

Mr. Moars. All we have done so far is completely informal. We 
have been working with Ken. I have tried to keep up with his think- 
ing on it, but because of our workload we haven’t been able to devote 
any appreciable amount of time to it at this time. 

Senator Magnuson. And it will have to come in with the other 
projects. It would be a larger project. There would be a lot of work 
involved. 

Mr. Moars. Large amount of work involved to get the full picture, 
ind I think that is what Congress would want, an overall picture. 

Senator Magnuson. Keeping it alive, as it were / 

Mr. Hincuey. That is true. 

Senator Magnuson. Any questions / 

Senator Scuorrret. Mr. Mayor, that is an interesting approach to 
this thing. I can see that it is a most challenging one, and as the 
chairman has just said here, when you proceed to the point where your 
engineering studies based upon some supportive data as to the cost 
benefit ratios, which will be one of the lirst things that will have to 
be considered. I do not know, and I don’t want to ask you about what 
you contemplate, or what your engineers or your experts contemplate 
as to the cost of this. You did, howe ‘ver, mention if the resultant bene 
fits would flow as you indicate that within 10 years it would be within 
that period almost self- liquidated ¢ 

Mr. Hincuey. Yes, sir. 

Senator ScnorprEL. That is a very interesting statement if it can be 
supported. 
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Mir. Hincirey. Would you like to hear the support, sir / 

Senator Scnorpret. Well, LE would like to have really some support 
ne data turnished so we might vo over it. vou know. 

Mr. Hixncuey. You will get it in a full complete report. But I 
would like to make this remark about the economy nm western Alaska. 
Phe) ~ one ventlem in that has already testified, and perhaps another 

ho will use figures such as 835 a ton and S25 a ton In accumulated 


COst to the sh pp Oo charges for a ton of freioht. | choose to use a 


iu} ure of SLO i ton. IT have a so-enlled Survey of the popu 

tion using a figure of 130,000 people, that is military ana eivillan 
ombined. We know it surpasse hat, so those two heures nre at a 
ninum. Wetake a figure of 2 tons a vear per elvilian or citizen, o1 
nHerson ttre Ni rthland, to keep them going. That isa fair figure of 
tonnage or poundage, ind the figure of S10 doubled would be 2O time 


LbO.000. or SZ.600 000 per vear, 

This is what we eall an overcost, it is not a norme| cost, but: it is an 
overcost, We can enyoy presently by the use of our present ocean dock 
facilities Treely the saving of this S10 a ton how, but we are restricted 

vond anv reasonable doubt to use these facilities. 
There are a lot of factors, but uUsSInYg the floures of S26 million ovel 
he period ot 10 vears, you are hooting at about what the bareback 
ost of such a causeway would be. I just showed vou a picture of one 
t for about S22 million on a very like type of eround. 

Senator ScuorrreL, Ina comparable aren / 

Mr. Hin« HEY. Ina comparable area under comparable conditions: 
vers definitely 0. In fact, Senator, the picture almost belies itself as 
bein@ here in Anchorage. 

Senator ScHorpreL. Frankly, I had not seen this. 

Mr. Hincnery. This is the causeway which was completed last year 
for a total expenditure with all the trimmings of about 26 or 27 mil 
lon dollars. It was the answer to exactly the same problem we face 
here. 

You see, Senator, we have deep sea navigable water which any port 
the world would be happy to have. It is storm free. And with 


just the matter of some true study, some honest study, we can have 
tidewater port in western Alaska, which is the third ice-free port 
which the military requires. 


miles by traveling 2 miles, opening up such coal beds as the Thermal 


and the Baluga coalfields 70 miles away for industrial power, allowing 
us to back-haul ships, such things as cottonwood timber and bireh 
timber, coal and some minerals, and getting us on an economic basis 
once at least where we have never been before. You can see the mag 
nitude of the town and the city and the activity here. You are doing 
the job in one bold move that you are going to do anyway. It is going 
to come sooner or later, I preciict. , , 

And I have been classed as kind of the village idiot and that the 
moneys will be forthcoming and the construction started, if not com 
pleted, by 1960, because I know the virtues of this project. But be 

use it has never hit the deck before, sir, it is so revolutionary to the 

ther projects that the qualified engineer will not put his seal of ap 
proval on it at this time. There will be many qualified engineers who 


I 
17 


put their seal of approval on it in the immediate future once the 


Now, on top of that. the benefits in getting a distance of 100 land 
? 
| 
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neers take | hand 1h If, because it Is SO simple and it cloes so Many 

oS 1 One SWOOP, that the cost oft, Say, S30 million is a mere pittance, 
I saw the Senator, by the way, back in Washington last January, 

| we discussed this for about 5 minutes, and I think that kind of 
ft him completely—well tal 
bs but it Was Important then. I was back in Was! ngton to see him 
cet t] 
| 


sit 1) people as, well, needless to sav. the Morriso IK nucdset . 50.. SI ad 





lift Wasnt a rea onable time to vik abot 


1e vork Yolng, 


Henrv J. Kaiser were very vitally interested in this. and the Harve 
' 
i 


chine people have also take1 tl rood look at t. It rrevolut Onary 


oO. but believe me, SIU, In the CONSTPUCTION period of trom 5 to » 
! you can complete all of tha problems, ine hud he the one o 


nomyv for western Alaska. and that all the wav to Nome and 
Point Barrow, and air installation problems that are running into 


minds and thousands of dollars a week in a day can be ove ne 
just «a matter of minutes by vetting down to spe ifie study ane 
ecing to have a formal survey made by Mr. Moats’ department. 
Senator SCHOEPPEL. Well, all [ can say | f | were Vou, Vou yu { 
eep il that, you Way have something there. 
Mir. THincnery. Well, Mr. Senator, | reason that under duress t] 
estal was built. IT understand the Horresta? packs as much fire 


ver as the whole Navy packed at the hy Oy ning of the war 

it just a seratch of the pen on the document was the th ne that go 

e / orrestal started. The objective Was preventive warfare 

Sir, we are living in Alaska in what we think Is the greatest citv 1 
ie world. And it sits where Billy Mitchell said it is the jewel of 
the world in the aviation picture. With a good Anchorage and a good 
\laska you need not worry about war again because we have what 
takes in location, in environment, and people, and we will get thi 
iob done. It might take a little longer, but it will be done soon, and | 

ill get you a full report as soon as I can. Thank you. 

Senator Scuoerret. Thank you. 

Senator Magnuson. You had better start the wheels rolling f 
omeone to suggest that the engineers make this study, and that the 
vet the money todoit. It isa big job, as they have pointed out. 

Mir. Hinciumy. Senator, our porgram is to 

Senator Magnuson. But we have had our surveys on job 
to this and I suppose we could do it again, then all of us would have 
omething to go on as to feasibility. 

Mr. Hincury. [ would like to point out one thin We just con 
poi ted about 2 weeks ugoa selsmograph program which is the first of 

kind in the world, and it was done in the depths of 200 feet of 
water with all the equipment on the bottom. The New York com 
pany, the Gahagen Co., were successful in assisting to do so. And 
sour plan to put this port folio together and eet the nod from the 
ocal military district engineers, and the Air Force, and the Army. 
| intend to bring this brief to Washington, ir must. and see that ‘it 


ao 


coes trom desk to desk so that it gets the attention it need because 
we talk about seatrains, we talk about intermediate steps, but we have 


one big step to make, and in takine that one step we complete the whe 
ob of work. 

Senator Magnuson. Thank you, Mr. Mayor. 

Do vou have any questions / 
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Delegate BarrLerr. No questions, Mr. Chairman. 

Senator Magnuson. The next witness is Mr. Asplund. John, I 
understand you have a very short statement. 

Mr. —_ LUND. Ve ry short statement, Senator. 

Senator Magnuson. All right. Go right ahead with it. 


STATEMENT OF JOHN M. ASPLUND, CHAIRMAN, TRADE DEVELOP- 
MENT COMMITTEE, AND VICE PRESIDENT OF ANCHORAGE 
CHAMBER OF COMMERCE 


Mr. Aspiunp. First to identify myself. I am a vice president of 
the chamber of commerce here, and chairman of the trade development 
committee. 

I am in the wholesale distribution business and manufacturers’ 
representative. 

A very serious problem facing Alaska today is the problem of high 
discriminatory freight rates pertaining to carload shipments orig 
inating in the Midwest to the Eastern United States and destined for 
Alaska. Tariff No. 29—J, Transcontinental Freight Bureau, names 
export rates from Midwestern, Southern, and Eastern States, Pacific 
coast gateways destined for Hawaii, countries west of the 170th merid 
jan. and to the west coast of Mexico, Central and South America 

These rates are from 20 to 50 percent lower than the rates on the 
same traffic when destined to Pacific coast ports for transshipment 
to Alaska. Ocean rates from Pacifie coast ports to Alaska are from 
50 to 150 percent higher than to many countries included in the export 
rate zone and benefiting by the lower land hauls to the coast. 

Therefore, traffic to Alaska pays not only a great deal more but, in 
addition, does not share in lower export rates from the interior to 
the Pacific coast ports. 

We understand that the justification for the stateside railroads giv- 
ing export rates across the continent is to compete with the ocean haul 
from the eastern and southern coast to Hawaii and other countries 
named, via the Panama Canal Zone. We do not contend that these 
rates are not justifiable, but do contend that we should be given equal 
consideration and that Alaska should be named as an additional 
point in tariff No. 29-—J, to which export rates apply, and also that 
the present application of the domestic rates to the Alaska traffic is 
discriminatory. 

Early this summer the General Services Administration filed a com 
plaint against the Great Northern Railroad and 65 other carriers. 
before the Interstate Commerce Commission, charging discrimination 
in the matter of transcontinental freight rates on Alaska shipments 
on the basis of carload lots from points east. of the Roe ‘ky Mountains. 

Senator Magnuson. John, right there, you understand that that 
was done at the request of this Senate committee. 

Mr. Asptunp. That is right. 

Senator Magnuson. In other words, we took the matter up, the 
Interstate Commerce Commission was notified, and we convinced 
them because of these discriminatory rates, which was called to my 
attention very vividly in military shipments—— 

Mr. Asptunp. Yes. 

Senator Macnuson. And they finally agreed to file this suit. 
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We sent Mr. Pelligrini to Chicago where they are having the pre 
iminary hearings, and the matter is underway. 

Mr. AspLunb. Fine. 

Senator Magnuson. But you keep on doing what you are doing. 
And LT think we will get some ‘thing done along those lines. 

Mr. Asptunp. We have been plugging at this for about 2 years. 

Senator Magnuson. The question, Mr. Pelligrini says, is pending 
ow, and they are going to have hearings in Alaska here in November 
efore an ICC examiner. 

Mir. Aspiunp. We will be there. 

Senator Magnuson. All right. 

Mr. AspiLunp. Needless to say, the reason I am here is because we 
re under the domestic rate. 

flere are a few ex: uip les ot f these cliser iminator Vy In ites outlined 1 
etter requested by the chamber from the Alaska Railroad traffic 

hacer: 
SEPTEMBER 15, 1955. 

DEAR Mr. CrouL: Per your recent request by telephone, the following are a few 

examples of the rate variations in cents per 100 pounds between domestic and 


export destinations : 
Canned goods, Chicago to Seattle : 40,000-pound minimum—Domestic, 169 cents; 


export, 118 cents 


enator Magnuson. What isthat, cents / 
Mr. Asprunp. Per hundred. 
Senator Magnuson. Per hundred ? 
Mir. AspLuunpb. Yes, 
\utomobiles, Detroit to Seattle: 10,000-pound minimum—Domestic, 751 cents; 


port, 550 cents. 
Beer, Milwaukee to Seattle: 50,000-pound minimum—Domestic, 165 cents; 


export, 129 cents. 
Plumbers, goods, Chicago to Seattle: 40,000-pound minimum—Domestic, 280 


ents; export, 168 cents. 

Structural beams, Pittsburgh to Seattle: 60,000-pound minimum (depends on 
size of car)—Domestic, 167 cents ; export, 106 cents. 

Machinery, Chicago to Seattle: 40,000-pound minimum, 386,000-pound mini- 
mum—Domestic, 298 cents ; export, 147 cents. 

The above rates are subject to ex parte increases. The domestic rates are 
from Transcontinental Freight Bureau westbound tariff 1-C and the export 
rates are from Transcontinental Freight Bureau tariff 29—J. 

Very truly vours, 
E. J. Kunz, 
Traffic Manager, 
By F. W. HoeEFLER. 


\ part of this hearing will be held here in Anchorage on November 7, 
ud the chamber and other organizations and individual shippers are 
preparing detailed testimony on this matter 

We request the support and influence of your Committee on Inter- 
state and Foreign Commerce to help eliminate this inequality. 

We wish to thank you for the opportunity of being heard. 

Senator Magnuson. John, we have requested General Services Ad- 
ministration to give us some further glaring examples 

Mr. Asptunp. Fine. 

Senator Magnuson. Which you can have the benefit of. And we 
vill present that case in November. I am sure the Senator from Kan- 
sas will join with me in this matter; we are going to try and get some 
expeditious action on the matter, and the ICC will report to us what 
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the results are after going nto the merits of it. You can use thes 
ex unples from GSA. 14 you wish. 

Mr. ASPLUND \ll right, fine. We would like to have copies ot that 

Senator Magnuson. Thank you. 

Mr. Asprunp. Thank you. 

Senator Magnuson. Now, I think we can take a 5-minute recess and 
stretch our legs a little bit. 

Mr. John Croul: you are next, John. 
[pt 
seputlol MAGNUSON. The committee will come to order. 

The committee will hear from John Croul, who is the manager ot 


the Anchorage Chamber of Commerce. You can put in the record 


} 


ort reces ) 


STATEMENT OF JOHN E. CROUL, JR., MANAGER, ANCHORAGE 
CHAMBER OF COMMERCE 


Mr. ¢ ROUT Mr. ( hairman, my name is John Ie. Croul, Jr... manager 
of the Anchorage Chambei of Commerce. 

I would like first of all to present Mr. George ID. Jackson’s testi- 
mony. He is chairman of the Anchorage Chamber of Commerce port 
COI Liee, 

Senator Magnuson, All right, we will put that in the record. Tha 

1] eo in the reeord in full. 


{ he hninttel rete} red fOIS AS follow ee 


STATEMENT BY GEORGE D. JACKSON, CHAIRMAN, PORT COMMITTEE, 
ANCHORAGE CHAMBER OF COM MERCI 


Snubiect Anchorage deep water port project. 
senat WARREN G. MAGNUSON, 
( na) lit fe and Foreign Commerce Committee, 
United States Senate F 

DEAR SENA : .US AND MEMBERS OF THE COMMITTEE: Highest on the 
priority list of things to accomplish is the development of adequate port facili- 
j | 
ties here at Anchorage Both the Anchorage Chamber of Commerce and the 


Anchorage Port Commission view this project of prime economic importance 
Numerous studies have been made in the last several years and many meetings 
have been held an attempt to accomplish this end. Some of the benefits that 
might be brought « for the purposes of this hearing are as follows: 

1. A substantia ings could be realized on freight items moving directly to 
the port of Anchorage. This alone is a paramount consideration in the economic 
benefits to be derived 

2. In our opinion the development of the port program, including an adequate 
new dock, warehousing, and transit shed and allied facilities, is vital to the 
growth and development of new industries, wholesaling and distribution, and to 
the general benefit of both the civilian and military populations of the Anchorage 
area and of the railbelt. 

3. The project is feasible from an engineering point of view. This has been 
brought out on many occasions, such as the Preliminary Report on the Port of 
Anchorage, Alaska, prepared by G. T. Treadwell, consulting engineer for the 
Anchorage Port Commission, dated July 1952. We quote from Mr. Treadwell’s 
report: “The installation of a deep water port and necessary terminal facilities 
to serve the greater Anchorage area is feasible from an engineering standpoint, 
is economically sound, and its construction is recommended subject to additional 
engineering studies.” In addition, the Decco Corp. made studies 2 years ago 
and submitted a proposal for the construction of a 2-berth facility, feeling that 
it was feasible from an engineering point of view. The Corps of Engineers 
have on several occasions recommended the construction of the port of Anchor- 
age, first in their report entitled “Cook Inlet and Tributary Streams, Interim 
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necessity, not because of economic feasibility. Military authorities have pointed 
out the need for two year-around deepwater port facilities from a strategie point 
of view. These same military authorities have indicated that the development 
of the port of Anchorage would have a definite military advantage but could 
not be considered a military necessity unless it could be considered a 12 months’ 
port. 

Again, Mr. Chairman, we ask the assistance of you and your committee to 
give us transportation facilities based on the economic feasibility for the de 
velopment of our great land. There is ne question in our minds and in the 
minds of the authorities that have made extensive investigations into the develop 
ment of our port, that this facility is an economie “must.” Specifically, we re 
spectfully request the assistance of your committee in helping us get an authori 
zation for the Anchorage port in this forthcoming session of Congress. 

GEORGE 1). JACKSON, 
Chairman, Port Committee, Anchorage Chamber of Commerce 


Senator Magnuson. Now, you may proceed, Mr. Croul. 

Mr. Crout. For my own testimony here, I would like to cover two 
items of interest in aviation matters. 

Senator Magnuson. All right. I understand for the purpose of 
the record that George Jackson’s statement is more on the subject of 
deepwater port project ? 

Mr. Croun. Yes; it covers some of the information that has already 
been supplied by Colonel Farrell. 

Senator Macnvson. Yes; all right. 

SUBJECT : AVIATION MATTERS 

Mr. Crovt (reading) : 

Dear Senator Magnuson and members of the committee, there are two aviation 
matters of vital concern to this area today. 

We would like to request the assistance of your committee in urging the Civil 
Aeronautics Board to hold public hearings in Alaska in the matter of the Intra 
Alaska Service case, docket No. 6093. Since this case deals with service inside 
the territory, we feel it is extremely important for Alaskans to be heard on this 
subject. 

The second item of major interest is the establishment of the Scandinavian 
Airlines polar route between northern Europe and Tokyo, via Anchorage. This 
past summer, Scandinavian Airlines announced that they were selecting Anchor- 
age as their Alaskan stop in the proposed new polar run. It is our understanding 
that Seandinavian Airlines will request traffic routes between Anchorage and 
Copenhagen, and the purpose of calling this to your attention is to ask your 
support of this move. 

I wish to thank the committee for allowing me to make this brief report here 
today. 

So briefly, that is my statement. 

I would like to have one other item added here. 

Senator Magnuson. Let me ask you this. 

Mr. Crovun. Yes. 

Senator Magnuson. Who is opposing SAS doing that? Are the 
other airlines? 

Mr. Crout. No, sir, not to date. 

Senator Magnuson. I wouldn’t think they would be. 

Mr. Crovt. Tt hasn’t progressed that far, but we thought we should 
call it to your attention. 

Senator Magnuson. Of course, some automatically oppose every- 
thing. 

Mr. Crovt. I believe that in the causeway presentation that was 
made, Mr. Hinchey left out the great advantages that the causeway 
has for civil-defense work here, and as a new evacuation route. We 
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would like to have the privilege of having our people prepare a state- 
ment for inclusion in the record. 

Senator Magnuson. That will be done. 

Mr. Crout. With those brief remarks, thank you very much for 
letting us appear. 

Senator MaGnuson. We will be glad to do what we can on that SAS 
matter. I don’t see of any particular reason why it would be any 
more competitive because they stop here. They are now running out 
of Los Angeles. Are they asking for passengers from Los Angeles to 
here ¢ 

Mr. Crour. No, sir, they are asking for traffic rights between An- 
chorage and Copenhagen. At least, that was the original understand- 
ing we had of the matter. 

Senator Magnuson. All right. Thank you. 

IXxcuse me, Mr. Delegate, do you have any questions / 

Delegate Barrierr. No questions. 

Senator Magnuson. Now, Mr. Browne is here, Ralph F. Browne. 
We will be glad to hear from you, Mr. Browne. 

Mr. Browne. Thank you, sir. 

Senator Magnuson. You are billed as an expert; you are an eco 
nomic consultant. 


STATEMENT OF RALPH F. BROWNE, ECONOMIC CONSULTANT 


Mr. Browne. Thank you. However, I am not going to talk about 
economic developments . this area; I am going to talk about the 
State-Alaska Railroad, or, as the engineers call it, the Trans-Canada 
Alaska Railroad. 

ly name is Ralph Browne. I reside in Anchorage. 

[ have a prepared statement, and [ will be glad to furnish the re- 
porter witha copy. 

I have lived in Alaska since the end of World War II. I am the 
father of four dalidemn, who I hope will live out their lives in what I 
un sure soon will become the State of Alaska. 

First, Mr. Chairman, I would like to thank you personally for the 
splendid support you have lent to the causes of Alaska on so many 
occasions. Without this support, I feel much of the progress we have 
experienced during recent years would not have been possible. I am 
ure Delegate Bartlett will agree. 

Delegate Bartrierr. I applaud that statement and concur with it. 

Mr. Browne. During World War II I was a correspondent for 
Yank, the Army weekly, in Alaska and the Yukon, principally in 
areas adjacent to the Alaska Highway. 

Between 1946 and 1948, I was associate editor of the Ketchikan 
Chronicle. 

From 1948 to 1953, I was assistant general manager of the Alaska 
Development Board, an official agency of the Territorial government. 

Since 1953, I have been a free-lance economic consultant. At this 
point, I wish to state that I am here as an individual and not on behalf 
of any client. 

[ have cited the preceding because I want you to know that I am 
more than casually acquainted with my subject today. Many hours 
of research across the past half-dozen and more years have gone into 
T 
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I know your time is limited: that Wiany other witnesses wish to be 
heard. 1 herefore, I will touch only upon the highlights. 

About the time men and equipment began pushing north from 
Dawson Creek to build the Alaska Highway, survey crews began to 
tackle a project equally as challenging to the Imagination. I am 


speaking of th survey of the trans-Canadian Alaska railway con 
ducted by the Army enelneers. 

Shortly by fore, the North Pacific planning project, a joint United 
States-Canadian undertaking was launched. This was a joint eco 
non Te committee of Canada and the United States, established to 
investigate possibilities for economic cle velopment ot northwestern 
Canada and Alaska. It was to cover an area more than Lae million 
square miles, mau h of it adjacent to the proposed rail line. 

The trans-( idian Alaska railway would have followed 
Rocky Mountain Trench, an almost mathematically straight trough, 
» to s miles in width, extending northwestward 1416 miles to the 
AlJaska Railroad. The trench would be reached at a point about 30 
miles from Price George, British Columbia. 

Phe | hnemeel CONS! lered it an almost perfect route. Snowfall 1! 


loht from 2 to 3 feet. An average orade of 1.2: 


] 
1) 
I 


] 
| 


the region was Oo 
percent could be attained. There were no excessive curves. Onlv 6 
stee] bridge spans, the longest be Ing 400 feet, were required, Loen 


materials readily were avallable for ballast. as well as the 4.5 million 
ties required. 

It was estimated the railroad could be built in just 400 days at 
cost of $111 million. The Alaska Highway cost $123 million. 

As you know, construction plans for the railroad were dropped wit! 
improvement of the position of our millitary forces in the North 
Pacific. The joint economic investigation of resources also wa 
dropped. although Canada completed, and published in 1947, its pol 
tion of the st ndy. 

The Canadian study cited the vast resources the railroad would 
make accessible for development. The report pointed out there were 
more than 15 million acres of agricultural land, capable of support 
ing 375,000 persons in the farm industry. In the Peace River country 
there were more than a billion tons of high-grade coal. Timber 
stands totaled 98.5 billion feet, board measure. More than 8 million 
horsepower of electric energy were available. In all, 6 million per- 
sons could be supported along the Canadian section of the line. 

Since the end of World War II, the railroad has been a subject 
for discussion many times. Its construction originally was considered 
as a defense measure. Certainly, its need for that purpose today is 
no less—not only from the standpoint of defense, but also economic 
development. 

In 1947, Canada reported: 

The conclusion of the war with Japan does not mean that the need for ade 
quate land communication through the North Pacific region to Alaska no longer 
exists; the future security of the North American Continent calls for a means 
of land transportation capable of supporting adequate defensive measures in 
the event of the closing of the sealanes by enemy action. Airlanes and high 
ways, useful and dependable as they are, are sharply limited in capacity. It 
is only by rail that land movements of large bodies of troops and equipment 
can be effected 

I think it significant that the statement was made when “neace 
in our time” was taken for granted. 
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In 1948, the Department of Interior reported : 


The establishment of substantial means of transport to Alaska of greater 
acity and reliability than can be provided by highway or air appears inevi- 
ble In this connection, there are two points that may not be generally 
| eciated: 
1. Permanent hard-surfaced highways are more costly to construct and main- 
n than a railway line, particularly through remote and rugged terrain. 
he establishment and maintenance of crews and their equipment for the up 
ep of a long and remote highway system require an extensive and widely 
rsed organization, difficult to establish and costly to house, service, and 
iintain. The maintenance of a railway is inherent in its operation. 
2. Moreover, such a railway is not only of prime importance as a defense 
easure, but also in the interest of the development of Alaska, particularly in 
effect of controlling freight costs, as well as providing a better access to 
ich in natural wealth. A railway to Alaska would not have to depend 
y on Alaska-consigned freight since the railway would have a_ beneficial 
«t on the rich Peace River area in British Columbia, and other potentially 


‘egions in the northern part of that province and the Yukon Territory 


Only a few persons of vision have pursued construction of the rail- 
ul since the end of World War II. You have led the effort. I be 
ve, Senator Magnuson, in the United States. In Canada, I think it 
ght be said that Ottawa is cool: that British Columbia has taken 

e lead. 

It has — the lines ot its Pacific Crrent Kastel l) Railroad from 
(Jue Ihe lt » Prince Creorge and has plans fo} vyoing on into the Pe; Ce 
I rereuseataey, With each extension, the gap narrows 

fam contident that devele pments now under study, or actually talk 

place, in the Yukon will rekindle ofl lal Canadian (rovernment 
terest in the project. Development of some of the oreat mil eral 
reserves how being uncovered—ash estos 11 the ¢ ‘asslar, lead-zin and 
osten near Watson Lake, lead Zine and copper eg the 1 liv, lead 
Ver in the Mavo country, Copper and hic kel heat - Kluane Lake, the 
st iron deposits lying dormant in the Ogilvie Re ee, the mammoth 
lrobisher industrial project, to name only a few—will provide the 
eed and incentive. 

\loreover, Canada has once again hecome railway CONSCIOUS, New 

es have been built to tap iron in Labrador, nickel at Lynn Lake in 
VEani toba,. copper and iron im Ontario. Construction of a 430-mile 
| line to Great Slave Lake now 1s under consideration. 

Unfortunately, the same, keen interest is not to be found in Alaska. 
\Imost. 5 years ago, the Alaska Railroad, along with other Interior 

epartment agencies, drafted an ambitious 6-year program. 

Part of that program called for the Alaska Railroad to extend 
nes to Big Delta, about 100 miles southeast of Fairbanks. A second- 
age extension on to Haines, at the head of Lynn Canal in southeast 
\laska, was to have followed. 

Had construction been undertaken, a valuable link in the Trans 

Canadian Alaska Railroad would have been forged. It would have 
dvanced ph: ne ane tion by years. It is quite possible that 

by this date the moose and bear of the Yukon would be hearing the 
histles of the Alaska express. 

But, unfortunately, the Alaska Railroad drepped its expansion 
‘ans, demonstrating once more its lack of interest in the development 
of the Territory. As you know, it was the imagination of the railroad 

builders that opened the West. The railroads actively promoted 1 
dustrial development. They are stil] doing it today. 


| 
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In Alaska, it is far different. The Alaska Railroad was constructed 
to facilitate development of the Territory, principally the Matanuska 
coalfields. 

History has demonstrated that the Alaska Railroad has done little 
to stimulate economic development. I cannot think of a single i 
stance where the railroad has attracted an industry to the area. The 
growth of Anchorage and Fairbanks, or that of Matanuska Valley. 
cannot be attributed to railroad efforts. 

Let’s examine, for a moment, what has happened tothe coal industry, 
which should be of prime interest to the railroad. It’s true that total 
production has increased substantially during recent years. Produc 
tion increased because of the establishment of steam plants for the 
generation of electric power. If those plants had not been built, the 
coal-mining industry today would be a dead duck. 

High freight rates charged by the railroad for the movement of coal 
has been a contributing factor in driving coal out of the domesti 
market. Indirectly, the railroad has been one of the best friends that 
the California oil industry ever had. 

The freight rate for coal from Jonesville to Anchorage is $2.31 pei 
ton, or 4+ cents per ton-mile, more than twice the rate of any railroad 
in the country, and 3, 4, or more times the rate of many. As a matte 
of fact, the railroad will haul ice, a more difficult commodity to handle. 
espec wally during the summer, for less than 2.5 cents per ton- mile, 

Certainly this cannot be considered a deve lopment stimulant. Nor 
can the railroad’s history of its attempts to wipe out ee 
They tried blocking the Richardson Highway with chains, as well : 
charging a $4 per ton ferry fee on the Richardson at Big Delta, in an 
effort to kill off an infant truce Heng industry. As a matter of fact. 
they’re still at it as you may already have he: ard. If you haven’t, Tam 
sure you will. 

The railroad locked access to the Anchorage waterfront with « 
string of rail cars to prevent use of the port by an operator trying to 
ship directly into Anchorage. The railroad still remains the biggest 
obstacle to a port development here. It is of larger magnitude thar 
the tides, the currents, or the ice. 

And so the story can go on, incident after incident. 

The railroad came down to this room a couple of weeks ago to shed 
tears before a House committee. The petroleum products pipeline 
from Haines to Fairbanks, as well as the proposed Anchorage port 
development were the principal causes of the unhappiness. ‘The 
future,” said railroad officials, “look dismal.” 

I cannot agree with that statement. Iam bullish on Alaska’s future 
and can talk about it for hours. I believe the railroad should be out 
attempting to develop new business, rather than hanging on the ropes 
looking for new ways to eliminate competition, or cut back in an 
effort to offset lost revenues. 

I am sure it would be to the railroad’s advantage if it created an 
industrial development department. As you know, almost every rail 
road in the United States has such a department. Moreover, it’s an 
important part of their operation. Briefly, it helps to develop new 
traffic by attracting industry. Pick up almost any magazine and you’l! 
see advertisements placed by such departments. 

I think the same can and should be done in Alaska. Economic pos 
sibilities of resource development along the rail line, as well as in ad 
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went areas, should be studied by experts—by consultants from pri 

vate industry. Promising possibilities should be actively promoted. 
[f branches to new areas are required, funds for their construction 
hould be sought. In this connection, economic studies should be 
nitiated to cover the portion of the trans-Canadian Alaska railroad 
vhich hes in the Territory. 

Phrough establishment of such a department, an important step in 
ie development of western Alaska will have been made, and con 
truction of the trans-Canadian Alaska railroad will be that much 
earer. 


Phe Alaska Railroad should throw aw; iv its crying towel and give 

ree cheers for the red, white, and blue. Alaska’s a great place, and 

's going to be even greater. The railroad ought to get on the band 
von. 


()) rigins ally, | had planned to talk on problems ot Alaskan air car 
s. These. however, soon will be considered by the ¢ Civil Aero 


utics Board, and that’s the place where they should be first aired. 
I understand from W ee reports that there is a real pos 


nlity that CAB will not hold its hearings on the intra-Alaska air 
rvice Case in the Territory : ie Washineton., i: om IS preferred. 
would preclude many pilot owners from attending, They can 

| | 


t afford the trip or employment of counsel back there. 
Since decision of the Board will set the pattern of air transportation 
men for years to come, I think it vitally important that the hear- 
» held he ‘re, Where all Alaskan interests can be re presente “. 
pct ‘rstand the chief examiner is to set the place of the hearings 
1 October 20. I sincerely hope that this committee will urge upon 
Board the necessity for holding those hearings in Alaska. 
hank vou, and I apologize for taking so much of vour time 
\nd that, Mr. Chairman, concludes my statement. 
Senator Magnuson. Well, [ am sure that everyone enjoyed your 
bservations. I should have had you testify for my bill down in 
ishington; you would have been very helpful. But I might say 
it we will get this bill, I am sure, passed this next session of Congress 
nd get this Commission established. 
he purpose of 1 . of course, 1s to bring up to date the study that 
is made by the engineers, which you mentioned and which is men 
oned in the report here. I am sure you would have found a very 
vinpathetie audience in the Foreign Relations Committee of the 
ited States Senate which is kind of a st: aid committee. They don't 
t excited about anything. They talked about the pe nding bills that 
ere considered by the Foreign Relations Committee in executive 
sion July 12, and that the committee heard my’ testimony and 
dered the bill reported favorably. But they say just what you say, 
(it is well to put it in the record. 
I think the committee does not dispute the findings of the appro- 
riate military authorities that additional land transportation facil 
ties to Alaska are not justified on military grounds alone. ‘That is 
hat you are talking about. The committee is of the opinion, how 
ever, that limiting consideration to the purely military aspects Is 
sito a much too narrow view of the matter. Alaska is an immense 
erritory with enormous natural resources which are still largely 
in leveloped. 





-ANSPOR1 


PROBLEMS 


ommittee that 


. obpy OUS TO the « 


additional rail and/or high 
benefits to the [ nite 


es would creatly tulate economic 
al and to the Pacitic Northwest in particul uy’. 
communication between the two | 


steamship travel 


At the 
areas is limited 
Phe 


studies proposed by S. 985 are justified or 


Who wrote tliat report ¢ 


on Foreign Relations. United 


of the limiti 
lithe nities in 


All rieht, 


STATEMEN 


ne facts {1 
verland routes 
) , 
fis ( on the 
t tin Hoy 
1 Whe ( t! 

\ PEC ('¢ 
ul nedu 

we 


Or % re veal 
1) ne repo) 
<= A 
{ Sy O 
| 
rit Vel 7 2 
‘ v6) | 
Natura 1 
Ve 1] | 
1 ) 
Put ) hell 
: . 
) ret hie 
4 } 
e] MY 1) 
Oo} iro 
/ 
i | ‘ ° 
; \ 
ito! \] , Is¢ 
I 
i rie l | 
tow} \ { ! 


his desk there 


OF PAUL GAGNON, PRESIDENT, TOTEM TRUCK LINES 


\ ) ‘ : . 
~Imv name is ] aul (ysagnon, and | resiq 


we vears, 


| have a pre 


has been furnished 


which Ll would like to read. 











ALASKA AND WEST COAST TRANSPORTATION PROBLEMS dD 

I am president of ‘Totem Truck Lines and, | nueht nada that 
because of the unfair competitive tactics employed by the Alaska Ra 
road, now wn low man onthe totem. 

[ can tell you it’s not a lonely place. It’sshared by about 100 othe1 
trucking Operators in the Terr tory. 

Don't misconstrue this report: as just the age-old fielit between 

wkers and the railroad, this is a little somethine special and a 
ttle different. 

Despite countless obstacle Se trucking has become. since World \V 
ia. a portant segment ot Alaska’s transportation Industry. it 
is made slonificant contributions tothe. pid econonie Growth which 
estern Alaska has experienced during recent years. It’s a bie em 
over, | \ 

\laska Railroad, which for vears was the Territory’s lareest tra 

won facility. 
Ll want today, here and now—and I think LT also ean peak for the 30 


oO other t ‘uckine Hvis in this Immediate area that we stand To 


vould estimate our total pavroll now exceec 


rage 

We favor an adequate port developme nt for the « ity of Anchorage 
favor the proposed Knik Arm Causeway, which would ops 

ole new area for development. 

We favo1 construction of the prop sed railroad from the State \ 

vel if that railroad hac peenh built ana operated \ il | 


Crp! > 


We welcome the COMpellION OF privat enterprise thet 
on industry. 
he airlines are doing a splendid job in thre building OT the sre 
lt all helps to build Alaska and that helps to build 
We are not opposed to the Alaska Railroad—as such—as a railroad 
perating between Seward and Fairbanks. 
If the railroad wants to extend its lines, build hew by mchnes 
iinterland, we sav, “More power to them.” We'll even help lobby 
oO the money out of ¢ ONLTeSS, which, L am sure you will i} vit 
t TOO easy a task these days 
\\ have to borrow money From the local | Mks ate peret { tel 
We are opposed, however. to the ] ilonopolistic pract hipt ver 
the Alaska Railroad at Seward. 
\y cl we are opposed to the railroad ising public fund to ! { 
vate transportation companie olf the highway ul { 
a. 


| mioht pot out here that shortly after Tote 
| : ily 


mized I had a talk with a couple of railroad offices: 





erative. they were polite. They WW 
‘Now. don’t cet Oo bie Paul. or we'] 
be able to prove that statement in a court of law. [T enn sit here 
tell you that it’s God’s honest truth. 

I also can tell you that | haven't hecome tor big. Le ad the re. littl 


re gentiel 


eut vou Of.” Wh le Ll} cL\ 


hat | ever will be as long as the railroad has tS hands on oul 


nee 





oular veln, whie bi in this case, is the port of Seward. 
Through this port comes the bulk of the freight for the civilian 
kets of western Alaska. This freieht must move ovel doc! SO 
the Alaska Railroad. 
It’s here that the railroad can and does olive us the business, and I’m 


ot speaking of freieht. 
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on 


Senator Magnuson. You are speaking of a different kind of busi 
ness than trucking / 

Mr. Gacnon. That is correct. Iam speaking of freight that is not 
otherwise specified in the tariff. 

Large trucks are not allowed on the dock, because, we are told, “it 
isn’t safe.” Yet, we have photographs of more than 30 loaded freight 
cars and switch engines on the dock at one time. This means truck 
freight must be handled several times, adding substantially to ow 
costs and thus reducing our effectiveness as a competitor to the 
railroad. 

The Seward dock tariff describes wharfage and handling as includ 
ing sorting, breaking down, and stacking on the wharf by dockside 
longshoremen. This may be true for railroad freight. But when it 
‘comes to truck freight, it’s stacked, all right—stae ‘ked into a mixed up 
mess. We have to hire our own sorters to do the job the railroad is 
Ssuppos ect to do. 

W hi ar f: we and handling charge S at Seward have been boosted, since 
the advent of the trucking industry, to $7.50 per ton. At San Fran 
‘o, Similar charges total only gr ‘and at Seattle thev are 82.60. 
We are advised that there will be facilities there for loading ap 

proximately four small trucks 
~ The highest estimate I have ever seen for the Seattle Anchorage cost 
differential is 40 percent not 200 percent. 

Now, the railroad absorbs this high wharfage and handling cost in 
its through rates. Ihave no qui irre] with the pr ine Ip le of this prac tice, 
providing, of course, that it is exercised fairly. The trucker, however, 
must add the dock charges to his basic transportation rate. This works 
a rei il hardship On al] Ke nal | Peninsula reside ‘nits who are not served 
by the railroad and who must depend upon trucks to move their goods 

The railroad can and does use the dock ona 24 hour per day basis 
We can use it for only 8 hours—from 8 a.m. to 5 p.m. at regular rates 
Between 5 p.m. and midnight, we must pay a 50-percent surcharge, 
making the total wharfage and handling costs $10.25. 

Needless tosay, we don’ t use the dock ofte nn dur ne those hours. And 
under no circumstances, can we use the dock—at any price—bet ween 
midnight and 8 in the morning. 

As a matter of fact, we have had trucks sit at Seward all day long 
and not receive a single pound of freight off the dock. A checker, for 
example, might be off work. We have offered to pay for a replacement. 
but without success. 

Now, Senator, you are familiar with the Alaska Steamship dock 
pier 2 in Seattle. As a comparison, can you visualize moving the 
cargo here to Als iska with provisions on that dock for, say, 10 trucks 
We have a similar comparison to moving the freight at Seward wit] 
provisions on the dock for four trucks. 

If we are extremely fortunate—and this is a rare exception, rathe 
than the rule—we can load a truck in 5 or 6 hours. At almost any 
Seattle warehouse the same tonnage can be loaded in about 35 minutes 

[ could go on and tell you more about operation of the old Seward 
dock, but I won’t. 

I will say, however, that T am « — nt that an impartial cost study 
of the Seward dock would show it to be the most profitable venture th 
Government has ever entered into. Unfortunately, the profits are be 
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o made at the expense ol the taxpayers, people who are trying to 


ley elop & ploneer country. 


\s you know, ongress recently appropriated nearly $51 Hion ror 
struction of a new railroad dock at Seward. This dock now is 


ler construction. 
We admit the old dock had its limitations. It was desioned prior to 
e establishment of a trucking industry in Alaska. Today we have a 
uckiIng industry. But will faeilities be avallable on the new dock for 
iwking operations? I have asked and asked and asked that question, 
nd 1 can tell you the secret is better k epi than that of the H-bomb. 
We are hoping that this facility, being built with public money, 
| be made available to all the public. and not just a single agency of 
e Federal Government. 
We respect fully urge and recommend that the Seward doek faeili 
he turned over to the e Itv ot Seward to be oper ated on a f: ur and 
part tinl basis. 
\ port commission could be established whe reby the Government 
vestment would be repaid over a number of years, rather than being 
ired down the drain of the railroad’s hidden-cost accounting proce- 
res. 
posing of the dock in such a manne r would be in line and woul l 
ow other policies publicly proclaimed with a great fanfare of pub- 
vy by the Alaska Railroad and the Secretary of the Interior dur- 
» past Z years. 
effect. he polie V was: 
“We're railroaders, not hotel operators,” the railroad said as it got 
t of the hotel business. 
“We're railroaders, not river-boat operators,’ the railroad said as it 
isecl its river-boat system to private operators, 
| believe they should now say, “We're railroaders, not dock opera 
rs.’ and turn the docks over to the citv of Seward. 
Phe l vilroad also has gone into the trucking business. Its lc eal de 
ry service has largely killed off local transfer companies. 
elivery of less-than-carload freight is a common practice in the 


' tes, and we have no argument with it. But in its most recent tariff, 


he railroad auotes delivery rates for earload shipments. 
\s a point of information, | am sure the committee here will be in 
ed to learn that Alaska truck rates are comparable to those in 


state ot Washington despite the higher cost of doing Dusiness up 


Chis puts the railroad into the trucking business, and we object to it. 
ally, the railroad’s quoted rates for its truck service are lo\ 
Vhey ean afford it. The railroad pays no taxes to the city, Territorial, 
federal Government for its true k operation. It doesn’t pava 
x, to ment ion nothing of licenses, Income, Pp roperty, or the mul 
of other taxes the pl rivate operator must pay. 
We feel—and I think with some justification—that this is unfair 
petition. We feel the railroad should stick to railroa ling and 
ep out of the trucking business. 
nee no regulatory body has authority over our transportation 
tes, the railroad not only can but does slug us at will. Whenever 
uckline develops new business, the railroad drops its rates to rock 
ottom and below for that particular commodity. In fact, they keep 


rASgD 
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a mimeograph machine busy grinding out new tariffs in an effort to 
undereut the trucks and force them out of business and out of the 
country. 

We're all in favor of regulation of freight rates. We hope that 
some day we will have it, if for no other reason than to take the rail 
road ofl oul backs. 

The railroad can hit at us in other ways. Let me cite an example: 

Not too Jong ago a Whittier contractor found that his shipments 
were routed from Seward to Anchorage, and thence back to Whittier. 
Work often was held up for several days or weeks awaiting shipments 
of supp lies He figured he could save time by trucking from Seward 
to Portage, “from which point shipments would be transferred to the 
Alaska Railroad. This worked fine and the contractor saved time and 
money—I know because I did the trucking. But suecess of the opera 
tion was short lived. The railroad decreed that no more freight would 
he accepted at Portage. And that ended that. 

Because it operated the Seward dock and therefore processes all 
Way bills, the railroad Cal keep its nose right in our pocket books. The 
railroad keeps track of every shipment carried by truck. More im- 
portant, it keeps track of where and to whom the shipments go. If it 
looks as though we're getting too fat, consignees soon get a call from 
the railroad. 

During the spring breakup r: se expediters working in Seattle 
have told shippers that truck service wasn’t available; that all ship- 
ments must be routed via the aticand. This, of course, wasn’t true. 
We may haul reduced loads during breakup, but we do operate. But 
by te ‘Hing such stories, the noose which the railroad has tied around 
the necks of the truekers is tightened still another inch. 

We ask for no special Hs We want no special consideration. 
We're ready and willing to take our chances in a free, competitive 
market. I am confident vou will agree that the competition otltered 
by the Alaska Railroad does not fall into that category. 

We have tried to correct the situation on the Anchorage level and 
have failed. 

We hope that by trying on the Washington level, by presenting the 
facts to this committee, that you may be of he ‘Ip in removing the noose 
from our necks while we're still alive and kicking. 

Thank you. 

Senator MaGnuson. Thank you, Mr. Gagnon. I am sure that the 
points you bring out are going to be a matter of concern to us. We 
are going to find out about them. 

Mr. Gagnon. Thank you. 

Senator Magnuson. I just agree with you, not knowing all the 
facts, and not passing judgement now, but that I have heard the same 
complaint as you speak from other people in the trucking business, 
so you are not alone. 

Mr. GaGnon. That is very likely. 

Senator Magnuson. Yes. 

Senator Scrorprer. Have you as truckers, or have the truckers rec 
ognized this vexatious problem as you have ceiniad it out? Have you 
tried to establish a committee to go and sit down with these officials 
in the Interior Department on this matter? Have they refused to 
hear you ¢ 
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Mr. Gagnon. No, they haven't refused us, Senator. Let me answet 
vou in this manner. 

Ile re about a year and a half ago the truckers oe to form ua 
ng association here in the Territory. As you realize, they have 
one in each of the 48 States, and they are of vital cies ince to any 
group ot oreanizations to have a cohe sive represe hntation ad one or 
eanization, Unfortunately, that takes money and there wasn’t enough 
ler in the tariff for the truckers to sup port an organization. So at 

s particular point, unfortunately, they are all working alone. 
hae as far as gvolng to the Alaska Ra lroad and presenting our 


truck 


problems, we have at times and. they have, of course, they have never 
refused. 

Senator ScuorpreL. I asked that question because you Indicated you 

re speaking for several of the other truck operators who imastinilat 

ivy were encountering some of these difficulties. 

Mr. Gagnon. That is true, sir. 

Senator SCHOEPPEL. It would seem to me that the various trucking 

oncerns could agree on a small committee w = might go to the proper 
officials of the Interior Departine nt and the railroad and at least pre 
ent it. L would be very interested to know shutter they as flatly 

reject even sitting down and discussing a suggestion like this. 

Mir. Gaanon. That would be an admirable thing for the truckers to 
do, and we have attempted to do that. I state, such an organization 
requires money. 

Now, along that line here, a vear and a half ago, [ believe the truck 

¢ organization—we were organized at that time and we spent ap 
proximately $2,000 to $4,000) in salen a motion picture of the 
Seward dock operation. Now. this 1s in color and in blaek and white, 
ind it is about 25 minutes long. It is in sound. It has maps, and 
t is done very well: it was commercially done. It showed the complete 
operation of the Seward dock. 

And, there are two copies of that film at this particular point; ; one 


copy resides with the American Trucking Association in Washington, 

Dy. C., which has requested that I come to Washington and show that 
film to various groups. They have taken it around to some of these 
offices in Washington. You understand that procedure ; I do not, 
Senator, And they _— like not only to see the film, and hear the 


discussion on the film, but have somebody there to discuss it with 
them. Unfortunately the truckers in this area don’t have the money to 
end anybody back there. So. that is one thing that we have done. 
So far we haven't been able to accomplish anything further than that. 

Vhere is. I believe, a copy of that film here in Anchorage, and with 
vour indulgence, if at any time you do have the time while you are 
taving here I am sure we could arrange to have it projected « mn the 

ll. It would be comparable to making a trip to Seward. 

Senator ScHorrreL. Thank you, sir. 

Senator Magnuson. Well, if you truckers will be around here t 
morrow, we will have Mr. Manley up here, and [ am sure that lie 
won't mind being asked the questions you propound here. 

Mr. Gaanon. I believe we truckers will be around here for quit 
some time. 

Senator Magnuson. I might say we have some other witnesses al 
the same lines. and I will assure vou that I will be very interested b 
cause [ have their appropriations in front of me every year. 
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All right. We have other witnesses, Mr. Gagnon, alone the same 


nes, So e | get further into this subject. We appreciate your 


Mr. GaGNon. Thank you. 

Senator Magnuson. We have the president of the Kodiak Cham 
ber oi Commerce, and Mayor Johns n here, a hey have to go back 
to Kodiak, so [ am sure the other witnesses won’t mind if we call 
iIpon them how 

We will calli Dol Mr. ¢ oon. who will speak at this time. 


STATEMENT OF MERRILL C. COON, PRESIDENT, KODIAK CHAMBER 
OF COMMERCE 


Mr. Coox. My name is Merrill Coon. I have lived in Kodiak since 
1956, and IT have worked on the small-boat harbor project all this 


First, if the committee will permit, I would like to show a few views. 
[ am sorry that this panorama that we have is not any larger. Notice 
the boats cluttering up our dock. 

Now. this is another view of our town, sir, and this is where we 
would like to have the small-boat harbor located | indicating]. Now, 
is a print showing the location of the small-boat harbor. 

Senator Magnuson. The engineers have all the detail, don’t they ? 

Mr. Coon. They should have. 

Senator MaGnuson. And it is in their lst of projects that the 
colonel talked about today. 

Mr. Coon. That is correct ; yes, sir. 

Senator Magnuson. So we will have all of that as to the details. 
And the Kodiak one, as I understand it, was authorized but not 

Mr. Coon. It has been authorized but not appropriated; yes. And, 


t is included in that list that they suggested for the so-called o- 
year prog? isthat correct ? , 
~ Mr. Moars. That is correct. 

Senator Magnuson. <A]] right. 

Mr. Coon. Tl >a view of one of our storms. 

Senator Magnuson. Go right ahead. Mr. Coon. 

Mr. ( ON Ie quest: Funds fi r construction of a smal] boat harbor 


it Kodiak, A] 
Necessity: To protect smal] boats from the high, strong winds and 


surging swells: to prevent prohibitive repair cost and delays result- 
nea from } irbor rotection during storms. Boats are our greatest 
transportation fa tV ar cd means of livelihood. We need boats for 
fishir and transportation because we are on an island—Kodiak 


Cost of project: Latest estimate is $1.948.000. Tstimate document 
No. 465, 83d Congress, 2d session, $1.686,080, 

The reason for the raise is the increase in construction costs. 

Working period: Nine months of the vear for crab, clams. halibut. 


and salmon. Bottom fishing has not been touched in the Kodiak area. 

There have been some developments in scallops and shrimp which 

have been encouraging. 
Cost-benefit ratio: 1.47 to 1950. We do not have a new ratio since 


male tremenca P| nerease inner ib production. 
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Benefits from project: (a) Will provide necessary harbor facil 
ties for marine traflic that furnish main source of tr: insportation 
Kkodiak has no roads to spe ik of—and the basie equipme nt in the fish 
ing indus stry, boats. 

(6) Will help eliminate excessive boat repair and operation delay 
Costs. 

(c) A greater development of the fishing industry in the Kodiak 
area, creating new services which, ilk all, W ill Cause a greater develop 
ment of Kodiak’s economy. It is estimated that there are six to seven 
thousand people in the immediate proximity of Kodiak, Alaska. 

General comme nts: Project would be self- liquid: iting. ‘The Corps 
of Engineer’s benefit ratio 1.47 to 1, we believe, is low as compared to 
the ie ie increase in crab prcetuntoan: 125,704 pounds in 1950 

{4 nullion pounds in 1954. Price to the fishermen was 914 cents. 
Estimated conservative ly, 26 1 pe ople emp love d. 

this year, in Kodiak alone, 9,526 cases of clams were packed ; 75,000 
ases of salmon and in the Kodiak area, 594,040 cases. In southeastern 
Alaska, the total pack was 795.079 eases of salmon: in southwestern, 

154.694 cases and western Alaska, 382.247 

Kodiak area had the largest pack of any area. 

Note above statistics on fish and ers ab furnished | the Ifish and 
Wildlife Service. 

Senator Magnuson. Is that the crab Senator Schoeppel and I are 
voing to have ? 

Mr. Coon. Yes, sir. 

Mr. Jonnson. We have an announcement about that. 

Mr. Coon. The estimated cost of $20,000 a year, I believe, is too 
conservative. In 1948, damage was estimated near $80,000. Damag 
to one boat in 1954—55, the Sherry, which was almost a total loss, was 
$9207. . 

I tried to get more figures from = man that is doing the construe 
tion, that is doing the repair work, but he was afraid to let the figures 
out for fear of bringing in competition. Now, that figure doesn’t 
necessarily include what other men are doing to thei ir own boats result 

if from damage, and so forth. 

Work accomplished on others 
would be hard to determine. 

The importance of Kodiak Harbor to national defense should not 
be overlooked. At the beginning of the last war, our small — were 

alled upon for patrol work. If we had had asmall-boat harbor, many 
types of boats would have been stationed in Kodiak which ons 1 have 
been an asset for carrying capacities in case of an emergency. 

A small-boat harbor would afford winter storage for large cannery 
tenders which now go to Seattle. One of our local canneries, Island 
Seafoods, sent its power scow, the Se/dovia and their tender, the 
Avasilof to Seattle. The estimated cost for sending these boats to 
Seattle is $5,000. Mr, Frank McConnaughy, of the Halferty Can- 
neries, advised that he had to pay his skippe ron the Yerah $1,003 to 
take the boat to Seattle. This did not include the crew’s wages, food, 
fuel, insurance, or possible layups due to storms. 

We pray that this committee will recommend that our small-boat 
harbor be constructed immediately. 

I have another statement. 


by canneries and owners themselves 
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Senator MaGnuson. Well, Mr. Coon, what you are trying to say is 
this, and I think maybe the facts will bear it out, that since the be 
ginning of the project, the planning and the review, and maybe ever 
since the authorization, the importance of fishing to Kodiak Island 
area since World War II, has steadily been on the increase. 

Mr. Coon. That is right. 

Senator Magnuson. Therefore, the importance of that small-boat 
harbor has become greater. On some of the other projects, and I don’t 
say this in derogation of the other projects in southeastern Alaska, it 
i itself. Were the situation as 
it is now we might even put a higher priority on the Kodiak situation ; 
isn’t that about the story ¢ 

Mr. Coon. ‘| hat is about the story. 

Senator Magnuson. I don’t think we need to question any of your 
figures. I personally know of the importance of that area: and in 
vour section It has been running opposite to some places in Alaska 
where unfortunately 1 has declined. 

Mr. Coon. In this brief, Senator Magnuson, [also have a statement 
by Mr. Robert Logan, who has been out at the island for a @ood many 


was found that the situation is reversin 


verrs, and who does ot of salvage work, I will not take the time. 
but there is one teresting fact. that of the sheep industry that 

buirle a po i there. | didh f renal Ze if mm self until he made the 
<tatement that th Utah Knitting \ lls. the man that owns the I til 
Knitting Mills, takes the—not the fur. what do they call it—the fleece, 
the ol, use it for bac kine i thei mills down below, ind they get 


the greatest price for the wool in that area than any place in the world 
I had plan “| to make a portfolio of views, Senator Magnuson, and 


J haven't had the time to collect all my pictures together, I wonde 


if it would be permis ble to mail them to you later 7? 

Senator MAGnuson. Sure. Mian [ti 1 to the Senate con niittee and 
We \\ rhnave 1 ell. 

Mr. ( OON., \ a I nave a sili {| reel, but we | ivel ‘| Heel) able to Wid 


screen. and IL would like to also give that to vou to show. 
Mr. Jormnso ia It IsSahnsa millime er movie. 
Mr. Coox. Eight-millimeter movie. I gave one 16 millimeter to 
Chairman O’Brien on the congressional committee. 
Senator Magnuson. All right, Mr. Coon, we will 
reports that you have in the record at this point. 
Mr. Coon. | would like TO inchide these statements al d reports also 
for the record. 
(The statements and reports are as follows :) 


] 1 ° 
nelude these othe 


Kop! CHAMBER OF COMMERCE LETTER TO ADMIRAL SPRAGUE, 1771 NAVAT 
DISTRICT, AND SUPPORTING LETTERS 


KopraAk CHAMBER OF COMMERCE, 
Kodiak, Alaska, January 11, 1951. 
Subject : Small-boat harbor for Kodiak, Alaska 
REAR ApM. C. A. F. SPRAGUE, 
Commandant, 17th Naval District. 
Kodial:. Alaska 

Dear Str: The people of Kodiak have been endeavoring for many, many years 
to secure a small-boat harbor. By the recent actions of the United States en- 
gineers the past several months, in completing a survey of two potential sites, 
our efforts have shown encouraging progress 





rs 
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It is our judgment that your experience has made you familiar with the pr 


cedure and statistical information needed to support such a project We have 


ad letters from practically every Cannery in the vicinity of Kodiak Island urging 
hye completion of such a boat harbor 

There are many economic justifications for a small-boat harbor at Kodiak I 
keep this letter from going into a lengthy dissertation we will make brief mention 
of the principal ones: 

1. Kodiak has no harbor protection for small boats. Thousands are spent each 
ear for repairs for lack of protection. 

2. Kodiak is immediately adjacent to principal halibut banks 

3. Kodiak has never experienced a fishing season failure 

$, Kodiak Ice & Cold Storage is building a new cold storage plant which will 

rease the use of this port 

» Kodiak is now establishing and expanding a wint 


er crab fishin ndust 


hich is new to this area 


Many boats which might otherwise remain in Kodiak must go to other areas 
ause of the lack of a suitable and safe boat harbor. We feel with prop 
irboring facilities for boats, the increase in boats mooring in such a boat harbor 
id be substantial. This in turn would create new businesses, marine way 


iir shops, machine shops, et« 


\t the start of the last war small boats of Kodiak were requisitioned for 
1 duty It has come to the writer’s mind many times the desirable types of 


that could have been available if we had had a small-boat harbor We 
eve a small-boat harbor would be of advantage to the military for dispersa 
| protection of both civilian and military small craft 

Chere is a project (for dredging the channel between Kodiak and Near Islands) 
ed the channel project Which has been approved but the monevs have neve! 


en appropriated. Due to military necessity during the 


ject Was accol iplished 


Kodiak is not a rich town We had offered 810,000 to the engineers for the 
\ Because of legal reasons, thev could not aecept We nre now offering 
e $10,000 toward the construction costs We feel this project is vit: to the 


h of the Kodiak area The civilian economy of this island is wholly fron 
that we should lend our effort 


oducts of the sea: it is only good business 


rotect the tools (i. e., boats) by which these fish products are extracted from 
he sea 
We earnestly solicit your favorable recommendation for construction of a small- 
boat harbor in the Kodiak area. It is our judgment that the interests of both 
he Kodiak community and the 17th Naval District Headquarters are parallel 
the much needed project. 
Very truly yours, 
KoDIAK CHAMBER OF COMMERCE, 
M. GC. Coon, President. 
Certified to be a true copy: 2 
M. C. Coon, President, Kodiak Chamber of Commerce. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington 25, D. C., Mareh 8, 1951. 


Op 441C/fmb 
Serial 509P44 
Memorandum from: Chief of Naval Operations. 
lo: Seeretary of the Navy. 
Subject: Small-boat harbor for Kodiak, Alaska, support from the Navy for the 
ity of Kodiak in obtaining ; recommendation for. 
Enclosure: (1) COMSEVENTEEN letter to CNO ser 2643 of January 18, 1951, 
with enclosure thereto. 

1. In enclosure (1) the commandant, 17th Naval iDstrict recommends that 
the chief of Naval operations assist the city of Kodiak, Alaska, in obtaining 
lederal assistance in the construction of a small-boat harbor. 

2. A review of enclosure (1) indicates the direct military advantages of the 
project are not such as to warrant expenditure of naval funds. Nevertheless, 
the indirect advantages are substantial. Accordingly, it is recommended that 
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this matter be presented to the Secretary of the Interior, who has cognizance ove: 
public works projects for the civil populace of Alaska. 
3. A letter for your signature in the premises is attached. 
L. C. McCorRMICK, 
Acting Chief of Naval Operations. 
Copy to: 
COMSEVENTEEN, OP—40, COMALSEAFRON. 
Certified to be a true copy: 
M. GC. Coon, 
President, Kodiak Chamber of Commerce. 


HEADQUARTERS, 17111 NAVAL DISTRICT. 
NAVAL OPERATING BASE, 
Kodiak, Alaska, January 18, 1951. 


ND17/ (40 :ejp) 
H1/N12 
Ser: 2643 
From : Commandant 17th Naval District. 
To: Chief of Naval Operations. 
Subject: Small-boat harbor for Kodiak, Alaska, support from the Navy for the 
city of Kodiak in obtaining, recommendation for. 
Enclosure: (1) Letter from president of the Chamber of Commerce of Kodiak 

Alaska, dated January 11, 1951. 

1. Enclosure (1) is forwarded for information. The commandant concurs i! 
the need for such a small-boat harbor at Kodiak and in the supporting reason 
advanced by the chamber of commerce. The Navy also would derive benefits 
from this project in that: 

(a) Anything which improves the civilian economy of Alaska and, therefore 
the facilities available in the area is of benefit to the Navy. 

(b) Some of the boats attracted to Kodiak by such a harbor will be avai 
able for use by the Navy for inshore patrols and harbor patrols in an emergency 
At present the Navy does not have patrol craft in this area. 

(c) Small craft at Kodiak will facilitate shipping to outlying villages and 
remote parts of the island. These craft will also greatly augment the carrying 
capacity of SAR aircraft and vessels which are now employed in emergencies 
such as the recent fire at Alitak. 

(dq) The additional boats attracted by such a harbor will add appreciably to 
SAR coverage of the Kodiak Island area. 

(e) More boats operating in the area increase chances of early warning of 
unfriendly submarines or other unidentified craft. 

(f) A small-boat harbor in Kodiak would provide an alternate harbor for 
use of aircraft crash boats during those periods when Women’s Bay is iced 
over. Women’s Bay has been known to freeze to a depth of 30 inches whereas 
the waters adjacent to Kodiak town are practically ice free. 

(9) Such a harbor would provide small-boat landing facilities for ships 
berthed at anchorages in St. Paul Harbor thus relieving overtaxing of the limited 
small boat and other transportation facilities of the naval station. 

(h) Boat activity resulting from such a harbor would encourage construction 
of commercial boat repair facilities which would be a valuable aid to the ship 
repair facilities of the naval station. 

(i) Inereased local fisheries and cold storage plants resulting from the avail 
ability of a small-boat harbor would assist in the segistic support of military 
personnel throughout western Alaska by creating a local supply of seafoods. 

(j) The expansion of activities in Kodiak due to the small-boat harbor might 
result in a local labor market, a feature nonexistent at present, particularly in 
stevedoring gangs and in common labor 
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The commandant recommends that the chief of naval operations use his 
.] offices in assisting the city of Kodiak to obtain Federal : Stance the 


‘uction of a small-boat harbor 


Copy to: Kodiak Chamber of Commerce, (Blind); District Public Works 
plete); Industrial Manager (complete). 
Originated by: Inspector General; typed by : Pobojeski, YNC, January 17, 1951. 
Certified to be a true copy: 
M. C. COON, 


Preside nt. hodiak Chamber of Commeree 


: EMENT SUBMITTED BY RoBERT LOGAN, CORRESPONDENT, NEW YORK BOARD OI 
MARINE UNDERWRITERS FOR THE ALASKA SEAFRONT, KODIAK, ALASKA 


I am correspondent for the New York Board of Marine Underwriters for the 
\laska Seafront. This board is a parent board for marine insurance in the 
ited States and its possessions and is composed of $16 marine underwritil 
npanies, 
fhe history of marine insurance in Alaska has, for many years, been unat 
ctive to the underwriting companies for the reason of extremely limited or 
nexistent repair and safe harborage facilities. Since 1936, due to economic 
nditions within the salmon industry, private boat ownership in western Alaska 
at can be defined as all waters beginning at Cape Spencer and going west and 
rth has increased 83 percent. There are in western Alaska some 500 boat- 
tonnage from 5 to 75 tons and the crew with fron 
»7 men. The increase in private-boat ownership since 1936 was given at 
reent. The maximum increase of Owners in these waters has been in the last 
t years. This is entirely due to the expanding west coast markets for fresh 
h and the decrease in the salmon pack that has increased competition amongst 
e packers in procuring fish for the canned salmon pack. 
Previously, canned salmon packers limited their fishing activities to within 
100 miles of their cannery. Now, with faster boats and refrigerator system, it 
nor uncommon for packers to seud their pickup vessels 300 miles from their 
nt 'ocation making a round trip of 600 miles to procure fish. Last year, I 
eceived a ietter from one of the senior board members requestiong a survey and 
pinion on harbor and repair facilities in Alaskan waters. It was pointed out 
me in this letter that due to the expanding population of the United States 
d the marked increase of seafoods in the American diet and that in the not 
-distant future the Atlantic fisheries were going to be inadequate and the tre- 
endous seafood resources of western Alaskan waters and the Bering Sea would 
ive to be developed. 


re These vessels run in 


l 
» 
> 


Che high rates of fishing vessel insurance in Alaska are due entirely not so 
ih because of the marine hazard of the country but because of the exorbitant 

st of repairs. The reason for the high cost of repairs is due to two things: 
First, the nonexistence of any repair yards in western Alaska capable of taking 
essels of 150 tons deadweight. When a large vessel is damaged in this country, 
emporary repairs have to be made and the vessels dispatched to the large 
Is in Seattle to complete repairs. The Kodiak Naval Base has rendered 
luable assistance in many cases but as this is a military yard, it is not al 
vs available to civilian vessels. Second, the very limited safe harbor facili 
vailable for winter lay-up. There are only two towns in western Alaska 

d both of them of limited fishing potential; these towns are Seward and Cor 

a. Cordova boat harbor houses 43 locally owned boats that are maintained 
year-round and Seward 12. 

In the past 40 years, fishing out of Seattle and neighboring stateside ports 
as crept further westward year by year. Up until 1938, the practice of the 
rround fishing boats, taking halibut principally, was to load ice in southeastern 
\laska run to the halibut banks in the Gulf of Alaska on either side of Kodiak 
Island and return to Seattle with their catch. Since 1936, several large cold 

rage plants have been built in eastern Alaskan waters and the Seattle boats 
ire beginning, in the majority, to sell their packs in southeastern Alaska, Due 

the fact that increased Canadian participation in halibut and ground fishing, 
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the fishing fleet is extending further westward and now is encountered in and 


about the Shumigan Islands some 400 miles west of Kodiak. The same problem 
that confronted the earlier fishermen out of Seattle in respect to expense in de 


ivering the catch is developing cold storage plants in western Alaska. <A plant 
of 3 million pounds capacity was built in the Shumigan Islands at Sand Point 
in 1951 and a plant of similar capacity has been partly constructed in Kodiak 
In the not too distant future, the costs of delivering fish to a central marketing 


point on the mainland is going to be prohibitive from a marketing point of view 
Kodiak Island lies within 420 miles of the great circle steamship route to the 





Far East. This is a diversion of 380 hours steaming for the modern freight vesse 
either coming or going to the Oriet All coastal vessels out of Seattle or state 
de ports on « ‘ he we ard pass through Kodiak. Because of Kodial 
Island’s climate, it can truthfully be said it is the last attractive point of norma! 
ng in western Alaska The town offers all modern facilities of hospitals, 
recreut nd d is the last point to the westward that offers year 
I i stean l facilitie to and from the States and is also the most westward 
wwn that affords two flights daily to the Alaskan mainland and the States. Be 


cause of Kodiak’s fortunate geographical location, backed as it is by the largest 
intouched fishing area left in the western world, its ultimate importance as a 
base for the expanding Western Alaskan fisheries is unlimited With the con 
ition of a four to six hundred vessel boat harbor that will provide the neces 
n and winter lay-ups, numerous larger vessels that at the present 
time fish out of Seattle, will move in and their owners establish permanent homes 
The insurance rates will most assuredly drop with proper protection for the 
vessels and with the advent of more vessels, supplies and repair facilities wi 
nerease and with this the lowering costs of vessel repair and maintenance 
The geographical center of all future western developments is Kodiak. This 
vear, two parties promoted and headed by the Texas Stockmen’s Association 
investigated the islands of Unalaska and Umnak for proposed cattle ranches 
Both 


these islands have prosperous cattle and sheep ranches on them at the 
present 


nt time and they, with their neighboring islands, present a cattle raising 
a ion acres. The cattle population of this amount of acreage 
ean be taken at 300,000 head. The focal point for shipping and supplies, because 
of its geographical location, is Kodiak Island Western Alaska is entirely a 
marine service country The most important need for this area in order to 
meet and encourage the development is a suitable boat harbor located in Kodiak 
The only fault that I have to find with the plans for a proposal for the boat 
harbor is that it is too small. Judging by the increase of locally owned craft 
in the last 10 years and the certain advent of vessels that were formerly main 


tained in the States, I would suggset that the size of the boat harbor is increased 


( 





from 400 to 600 vessels 


RESOLUTION, KODIAK CHAMBER OF COMMERCE, Koprak, ALASKA 


Whereas the 83d Congress of the United States has enacted, and the President 
of the United States has approved, an omnibus river and harbor bill, which 
authorizes, among others, a small-boat harbor project at Kodiak, Alaska; and 

Whereas the city of Kodiak has reaffirmed its assurance to the Secretary of 
the Army that they will provide necessary easements, rights-of-way, facilities, ete., 
necessary for the procurement of this small-boat harbor: and 

Whereas the Kodiak Chamber of Commerce feels it is of the utmost importance 
to the city of Kodiak to obtain this protected anchorage for its fishing boats and 
other craft: Therefore, be it 

Resolved, That the Kodiak Chamber of Commerce hereby petitions the district 
engineer, Alaska district, United States Army, to include in the current budget 
estimates a request for an appropriation of funds for the construction of the 
Kodiak small-boat harbor; and that the division engineer, United States Army, 
Chief of Engineers, United States Army, Secretary of the Army, and Bureau 
of the Budget are hereby urged to approve and support a request for the appro- 
priation of construction funds 

Passed by the Kodiak Chamber of Commerce this 22d day of September 1955. 


M. C. Coon, President. 
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OCTOBER 6, 1955. 
Mr. ROWLAND R. HUGHES, 
Director, Bureau of the Budget, 
Executive Office Building, Washington, D. C 


DEAR SiR: We would like to take this opportunity to urge you to give every 
possible consideration to the great need in the Kodiak area for a small-boat 
harbor. 

Kodiak is the only harbor of significance in the 750 miles separating Seward 
rom Dutch Harbor. The basic economy of Kodiak is its fisheries The catch 
ng and processing of this resource depends entirely upon the use of small 

ts. Kodiak is the only coastal city in Alaska with over 1,000 population 
that does not have a protected anchorage for its fishing fleet and other small 
bouts. There are over 220 fishing boats based at Kodiak, with an additional 
200 making frequent calls for fuel and other supplies. The existing small-boat 

«k and moorage facilities are totally inadequate and in a state of disrepair 
‘he prevailing southwesterly winds in the harbor cause severe damage to out 

hing fleet each year. The estimated annual cost (by Corps of Engi 
epair from storm damage is $20,000. The cost of 1 month, November of 1949, 

is in excess of $78,000. 

Fuller utilization of fisheries which have important potentials such as crabs, 

ims, Shrimp, rockfish, and scallops, as well as processing of halibut, will furthe 
pand the fishing industry in Kodiak, and cause greater need for adequate harbo 





cilities. 
As an example of the increased fisheries, the following table on the king crab 
dustry only is quoted: 


King erab eatch, Kodial 


{8X 
) 
4 
4 
Kodiak King Crab Industry— 195 4 

ber of canne workers SY) 
4 cannery payroll S1S1, O86 
il investment, canneries so00, YOO 
Number of boats 0) 
1 il value of boats SS+40). OOOO) 
Number of fishermen 170 
ie of 1954 king crab pack $975, 795 

Wakefield canneries and offshore floating freezer ships excluded 


Obviously, Kodiak’s fisheries are expanding and the lack of harbor and moorage 
lities is retarding this growth. 
Your consideration of this most impo. 
Very truly yours, 


tant project is sincerely appreciated. 


RIcHARD G. BERG, 


issistant City Manage 
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RESOLUTION, LEGISLATURE OF THE TERRITORY OF ALASKA, IN THE HOUSE 

By Messrs. Locken and Boardman) 

Lie MEMOR No, 22——IN THE LEGISLATURE OF THE TERRITORY OF ALASKA, 218T 

lo the Co Gey the T ted States; to the Bureau of the Budget: and Hon 
] L. Bartlett. Delegate to Congress From Alaska: 


Your memorialist, the House of Representatives of the Legislature of the Ter 


ritory of Alas! 21st session assembled, respectfully represents: 

Whereas the United States Army engineers have approved 12 or more harbor 
projects n Alaska duril the past several years; and 

Whereas these irbor projects have not been completed because of lack of 
sufficient appropriations ; and 

Whereas 1 y < these harbors are fast becoming overcrowded by our fishing 


fleets ; and 


Whereas this harbor-improvement program has a direct bearing on the de 
fense program not only as it fects food production but also because the im 
proved harbor facilities would not only provide sufficient safe anchorage for 
shing vessels but would also provide good and adequate harbors for the many 
(overt Pr essels Alaskan waters 

Now, therefore, your memorialist, the House of Representatives of the Legis- 
lature of the Territory of Alaska, respectfully prays that Congress make a suffi 
cient appropriation to complete those harbor projects which have already been 
approved for A ka by the United States Army engineers 

And your inemorialist will ever pray. 

Passed by the House March 26, 1953 

GEORGE J. MiscovicH, 
Npe aker of the House. 

Attes 

MARGARET GRISHAM, 
Chief Clerk of the House. 

Approve by the G erno 1955 

Governor of Alaska. 
STATEMENT SuBMITTED BY M. C. Coon RELATING TO THE KopIAK SMALL-BOAT 


BASIN AT KoprIaAk, ALASKA 


The people of Kodiak have been endeavoring for many, many years to secure 
a small-boat harbor, a haven for approximately 200 boats. A great deal has 
been accomplished toward its ultimate realization, but the fact remains that 
the project is not completed 

Kodiak, Alaska, is located at the northeast end of Kodiak Island, in the North 
Pacific. 

The United States naval base, or the 17th Naval District, is located approxi- 
mately 6 miles west of the town of Kodiak, at Womans Bay. 

Kodiak was founded in 1798 and is one of the oldest towns on the Pacific coast. 
It was basically a fishing village, with its basic economy being products from 
the sea 

Before the establishment of the United States naval base at Kodiak, Alaska, 
the population of the town was approximately 500 people. Since the construc- 
tion of the naval base the population is between 1,500 and 2,000 people. The 
personnel at the base, both military and civilian, is between 2,500 and 3,000 
persons 

The northern part of Kodiak Island has some timber—poor quality spruce— 


but the island abounds in good grass for grazing of cattle or sheep. 


Our annual rainfall is approximately 64 inches, and our weather in general 
is moderate Kodiak is south of Juneau, Alaska, and affected by the Japanese 
current 

Kodiak Island is centrally located in a fishing area—salmon, halibut, crab, 
Shrimp, scallops, and bott fish The Kodiak Island area has never been known 
to have had a salmon or halibut fishing season failure 


There are many economic and other justifications for a small boat harbor at 
Kodiak. To keep this statement, or brief, from going into lengthy dissertation, 
I shall make brief mention of the principal ones: 





h 
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Maintenance and operating costs would decrease; insurance 
ted 
| \ re vear-round employment will be established. 
Boats have left Kodiak because of poor facilities 
\ small-boat harbor would create new businesses—marine \ vs, re] 
d machine shops, you-rent-a-boat 
14. We lack roads, harbor facilities, would encourage more boating, thereby 


ng morale for both military and civilian 
\t the start of the last war small boats in Nodiak were requisitioned for 


1 duty Having a small-boat harbor would have made available more 
able types of boats 
The City Council of the City of Kodiak has made reaffirmin assurance 
y its Resolution No, 14-54, dated 15th day of September 1954 (Copy 


hed. ) 
Che benefit-cost-ratio is 1.37, 

sted below are some interesting figures as far as our king crab industry is 
nceerned : 


| 


4 &8 
109. 161 Re 
R 
g 
"4 204 1 
I Compiled by Alaska Department of Fisheries, period Jan. 1 to Nov. 30, 1954. Dog rt incl 
field Canneries, whose production is estimated at 200,000, and does not include floatir 


1 Kodiak waters 

The city’s main street is now paved. There are street lights practically 
throughout, and we have parking meters. 

We in Kodiak, and I am sure towns throughout Alaska, are grateful for the 
help given by Public Works. Our sewer and water systems, and new schools, 
hould be completed this year. We have a splendid electric system. These 
tilities are the most vital to any community. 

We earnestly solicit your favorable recommendation for appropriations of 
oneys to start construction of a small-boat harbor; or enough moneys for com 
plete construction of our small-boat harbor 

The estimated cost per Document No, 465, 883d Congress, is $1,685,000 

MI. C.-Coon, 
Chairman. Kodiak Small-Boat Harbor Project, Kodiak Chamber of 
Commerce. 


RESOLUTION No. 14-54, Ciry or Koprak, Koprak, ALASKA 


\ resolution of the City Council of the City of Kodiak, Alaska, reafirmin: that 
local interest will provide a public landing and other facilities in fhe Kodiak 
small-boat harbor and petitioning the District Engineer, Division Engineer 
Chief of Engineers, and Secretary of the Army to approve and support an 
appropriation of funds for the construction of the Kodiak small-boat harbor. 
Whereas the 83d Congress of the United States has enacted, and the President 


of the United States approved, an omnibus river and harbor bill, which author 
eS, among others, a small-boat harbor project at Kodiak, Alaska; and 








70 ALASKA AND WEST COAS RANSPORTATION PROBLEMS 


Whereas it is necessa2 for local interests » furnish assurances satisfa 

} “i } e} 

(a) Provide without cost to the United States all lands, easements, and rights 
of-way, including quarry rights, necessary for the initial work and for subsequent 
ma enul s required 

(b) Perform the maintenance dredging essary to insure project depths 
ill 

(c) Construct, maintain, and operate adequate mooring facilities and utilities 
including ) nding with suitable supply facilities, open to all on equal 
teru i 

d Hold and e the United States free fror lnamages due to the construr 
tion and maintenance of the project ; and 

Wherens the wk of : protected anchorage auses undue damage to fishing 
aud other craft and retards fisheries development in this area: Now, therefore 
be it 

Reso 1 by t fy council, That the city of Kodiak reaffirm its previous 


assurance to the Secretary of the Army that the city of Kodiak will 
(a) Provide without cost to the United States all lands, easements, and rights 


‘way, including quarry rights, necessary for the initial work and for the subse 
quent main enhance when and as required 
(b) Perform the maintenance dredging necessary to insure project depth 


at all times; 

(c) Construct, maintain, and operate adequate mooring facilities and utilities 
including a public landing with suitable supply facilities, open to all on equal 
terms ; and 

(7d) Hold and save the United States free from damages due to the construr 
tion and maintenance of the project 

Be it further resolved, That the City Council of the City of Kodiak does hereby 
petition the district engineer, Alaska District, United States Army, to include in 


the current budget estimates a request for an appropriation of funds for the 
} 


construction of the Kodiak small-boat harbor; and that the division engineer, 
United States Army, Chief of Engineers, United States Army, and the Secretary 
of the Army are hereby urged to approve and support a request for constructien 
funds 
Passed by the City Council of the City of Kodiak and approved by its mayor 
this 13th day of September 1954 
JACK HINCKEL, Mayor. 
Attest 
Ricuarp G. Bere, Clerk-Treasurer 
Senator Macnuson. All right, now. Mr. Mayor, you have about the 
same story; haven't you ? 


STATEMENT OF LEO H. JOHNSON, MAYOR, KODIAK, ALASKA 


Mr. Jounson. Mr. Chairman, distinguished Senator, and friends, 
my name is Leo H. Johnson. I just want to cover several points that 
Mr. Coon, I believe in trying to prepare his brief, has probably 
omitted. 

First of all, because of the lack of a suitable small-boat harbor, our 
insurance rates on vessels are prohibitive in Kodiak. In fact, they are 
so high that a number of fishermen can’t get insurance, can't afford it. 

A small-boat harbor, we are told by the insurance companies, would 
alleviate this situation. 

The one point that I wish to bring to your attention is the fact that 
this is not a pleasure-boat harbor, this is a boat harbor for commercial 
fishermen, and is considered by the citizens in our community as the 
number one need in our town. 

We, like so many other Alaskan communities, have tremendous 
problems, but this is considered our number one problem. 

Senator Scnorpret. And those people are centered right in that 
community, in that area? 
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Mr. Jonmnson. That is right. We are fortunate to be situate 
e of the best fishing area in the world. and w thout a boat bor 
can't keep the boats there to do the fish ne. During the y 
onths they out of necessity have to take them to othe r pines { if 
ive harbors, or all the way to the States, which is quite costly. W 
eve that we are going to be able to finance through oul t\ 
incing and through the return on gasoline taxes the interharbo 
ities that will have to necessarily he b ult for this boat harbor 
I believe that Mr. Coon is very conservative in his figures that he 
iIven you, for 1n tance on the pop lation. \ recent check of the 
ulation 1) the 7th N ival 1) <trict revents that there ure et wee 
MW and LO,Q00 people living In the area Contiguous to the city of 
vodiak, which includes, of course, the military and their civilian 
sonnel, , 
\nd finally, gentlemen, in summary, I want to report to you that 
te diak king crab that Wills bent around n ttle at the ch unber, will 
ve on tomorrow morning’s PAA, and if Tam not here you can 


John Crouls’ chamber of commerce in Anchorage because he 
e man it is addressed to. 
Thank you, 
Senator Magnuson. Thank 4 Vou. 
I do want to sav we do have a serious concern and a real interest 


se small-boat harbors. And [ want to say that no one has kept 
better informed on it than your own Delegate here. 
We will now call on Mr. Ancil Payne, manager, Martin Van Line- 


4 . . 
Lncho age. 


STATEMENT OF ANCIL PAYNE, MANAGER, MARTIN VAN LINES, 
ANCHORAGE 


Mr. Payne. My name is Ancil Payne. I am manager of Martin 
Van Lines. 

Mr. Chairman, Senator Schoeppel, Delegate Bartlett, and staff mem 
bers, may | joim with the alin of other Alaskans in expressing a] 
preclation for your W illineness to come to the Terr Itory al d hear of 

ul problems ana accomplishments. Alaskans. ot COUTSe, CONSIGEeI 
Senator Magnuson and Senator Jackson our unofficial, frequently un 
ilded but never unappreciated, represe ntatives for the Territory) 

Mr. Chairman, up until approximately 5 years ago, all furniture 

na household voods—both military and Cl\ Hinn—moved bet ween thie 
States of the United States and the Territory of Alaska by a method 
ognized as packing and crating. This tec hnique require ‘d handli 

d rehandling each item of furniture, individually wrapping and 
lying every single article, the Prive kine ot these items in large, hard-to 

indle wooden erates about S feet by 5 feet by > feet. of costly con 
struction. The rehandling sometimes as often as 8 or 10 times of 
— proved not only costly due to damage but due to the high 
labor costs in the Territory, very expensive laborwise. The construe 
tion of the overseas crates, necessarily with lumber shipped in from 
the States, also proved expensive. Not only was it expensive to the 
(rovernment to handle military s shipments | in this fashion, but it was a 
heavy burden on the enlisted man or officer to await the arrival of his 
furniture—sometimes for as long as 4 or 5 months—while he was com 
pelled to live in hotels or furnished apartments. 
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The padded-van system results in providing a fast and economical 
transportation svstem for those moving between the States and Alaska. 
Our records show hundreds of shipments moved from Alaska to the 
east coast of the I ited States in less than 30 days’ time. This means 


10 walt for his posse sions. It can be 
ie cost of handling furniture by Van 
Pac is from 20 to 30 percent less than by packing and crating. A con 
servative estimate of the savings to the United States Government 
through the use of VanPac service in the Territory would be in excess 


of S1.500.000. 


the e listed han or office has } 
1 
| 


conservatively estimated that t 


The lift-van system became a reality due to the imagination of pri 
vate enterprise, with the assistal ce of men willing to risk private 
capital, and through the encouragement of military transportation 
officers anxious to improve service and save money. 

Mr. Chairman, we request no appropriation, we need no legislation, 
we ask no assistance. We wish only to point out a complex problem 
to which there has been a happy solut ion. 

And this is illustrative of the VanPae system, and here is the price of 
money on the amount of money the Government has been saved. 

Thank you very much. 

Delegate Barrierr. Do you know how much it costs the Government 
now to move these goods back and forth ? ° 

Mr. Payne. [actually don’t know. I would assume that total figures 
like that would be restricted, Iam just not sure. 

Senator Magnuson. Thank vou, Mr. Payne, thank you. 

Mr. Pay NE. Thank you. 

Senator Macnvuson. John Anderson, do you want to come and tell 
usA little bit before we leave ? 


STATEMENT OF JOHN ANDERSON, PRESIDENT, THOMAS ANDERSON 
TRANSPORTATION CO., AND CHAIRMAN, MILITARY AFFAIRS 
COMMITTEE, ANCHORAGE CHAMBER OF COMMERCE 


Mr. Anprrson. Senator Magnuson, members of the committee, my 
presentat ion looked like it had been written by Ancil Payne. 
Senator Magnuson. It does. Did he write it ? 





\fiv. ANDERSON. No. It dea ynewha th rate 
ts 1] VINE ( cota eC] Ous L am ne i 
dhi a} > 1¢ . 
ilit es Cin Anace | 1 Poe it ( i \ 
I portation Co., a trucking d ur 
l i l | An cre 
i rhiic \ \ l \ i ‘ 
( ( ( ‘ if re ( \ l 
; tan \]] \] } Chamber of ( { i 4) 
( I \ lau j i Vil \ ( 
Cree 
\ ( \] i te Io yeu! ih) amried ad hay } 
during the time that I have beer \ ca. served asa 
ats a d generally wsSSso ited With and engaced ( { 
ral porvation. 
In this regard, | have more recently become interested in negotiating 


rrangement with the long-haul transportation companies and by 
r haul, 1 am referring to the Coastwise Line or the Alaska Steam 
Company. 
everal vears, | have made extensive etforts to negotiate a rate 
th the Alaska Steamship Company whereby as a forwarder o1 
hil consolidator, we could operate within the confines of the rates 
e tariff and st yrovide a service to the smal] shipper and return 
‘asonable profit to the forwarder. 
| rough an associated company, the Pacific Freig ght Cx rp., we have 
common-carrier permit to the Territory of Alaska and publish a 
f much in a similar manner as the present long-haul transporta 





‘companies do. 
llowever, with the present rates constructed as they are by 
Ww ship Company, it is Impossib le for a forwarder or a freight 
oli dator to enter the tr insport ition picture between the Pacifi 
thwest and points in Alaska. 
he basic reason for this situation which we are faced with today 1S 
‘fact that in the tariff prese ntly constructed by the Steamshi p Ce m 
ny provides for no rate breaks nor do any all-commodity rates 
ply. 
\\ th the less-than ty arload rates being’ as low as they prese ‘ntly are 
‘'d, there is presently no advantage to the freight forwarder to at 
pt to set up a freight consolidated program on 100-pound ship 
nts or less, as most small s ship pers are In a position to meet the 
indred pound rate, 
You may ask what advantage to the forwarder would there be if 
xing rules were applied as is done on the railroads and ates ol 
on companies in the States, and there again, we are faced with th 
l. rate which does not permit proper application of the mixing 
ile rates. I might add that present |. ¢. |. rates as they apply in 
\] _ service are lower than comparable stateside rates and appear to 
favor the small shipper. However, these |. €. l. rates, while lower, do 
ot put the small ship per and the small Alaskan merchant in as advat 
igeous a position as it would seem. 
lhe present carload rates, while higher than normal stateside rates, 
not favor the large volume shipper or the larger manufacturer. 


bod v6 6 
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(Jne of the basi reasons th if the present carload rates are untavol 


ble to the large volume shipper 1s that combined with transcontinenta 
rates. v h are far higher on merchandise being shipped to Alaska 
thial { on merci undise being shipped to the Pacific coast, present 
. problem to the eastern manufacturer or shipper in that starting 
irioad of Treight Trom his plant vin the Seattle gateway to Alask 
represents considerable increased transportation costs to him. Where 
f tie OnSILNS the same carload of freioht to a Seattle wholesale: 
or warehouselian, his Cross COUNTYY COsts are reduced and the Alask 
hipper,. of a necessity, must stand the « ‘ost from Se: attle to Anchorage 
Senator Magnuson. Well, then, another thing, there is anothe: 
person in the act. 
Mr. Awnprerson. That is right. There is a middleman in there. 


Senator Magnuson. Yes. 

Mr. a The net result is a reluctance on the part of thi 

ational manufacturer or the national supplier to warehouse an 

stock his products within the Territory of Alaska. 

It is recognized that ae costs are higher and T am speak 
ing of the Anchorage area here, than they are for example in Seattle, 
but. nevertheless, = ig is a market anda ‘subst: anti: al m: arket avallab] 
to the national manufacturers providing that there is some attractive 
hess provided to them to ship here in carload or in large volume 
shipments. 

Senator Magnuson. Wouldn't this be true, the warehousing costs 
are high and availability of warehousing in the Anchorage area, of 
course, has been tight, but don’t we expect it to be that way because 
of growth 2 ‘ 

Mr. Anperson. It would open up tomorrow. 

Senator Magnuson. Yes, if they had this fixed up. There would 
be more incentive to have that spac 2. 

Mr. Anprerson. That is correct, 

The immediate advantage to the iil merchant 1f national manu 
facturers establish FOB stock in Anchorage is apparent in that the 
small merchant does not have to ship this merchandise in LCL ship 
ments over long distances nor will he have to tie up his capital ina 
long transportation pipeline or a heavy backup inventory in his 
warehouse. 

The reason I specified that, Oo irettes received FOB Anchorage to 
one manufacturer immedi: iin arranged for warehousing in Anchor 
age. Now. the net result is that all e 1o% irettes are nowFOBRB Anchor: ace 
and because of the construction of the rates to the interior they are 
mailed out of Anchorage by United States mail, which in all classes 
of mail which originate in the Anchorage post office move into the 
interior by air, so as an example a shipper in Kodiak who could expect 
a shipment of cigarettes once a month can now get t daily delivery of 
cigarettes out of Anchorage via parcel post. The small merchant in 
Alaska is continually faced with a problem of financing an inventory 
and financing the transportation on that inventory and where manu 
facturers have a long enough spread in rates and are able to establish 
warehouse stocks in Anchorage, the manufacturer and the small ship 
per benefit to a great degree. 

It may also seem strange to you that the entire steamship tariff : 
it is constructed applies its rates to points in westward Alaska on a 
weight basis, this is due largely to the competitive methods of trans 
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o1rtatlon whieh ive presently serving’ westw ind Alaska port Tlov 
Bs veedhane ca ; 

er, In southeastern Alaska where ho comipet tion exists all rate 

hiputed on a cube basis Wil hh. in most cases, higher t 


ejoht rate basis computation on freight to westward Alaska 
| presume the Juneau people dwell on that 


Much has been said about movine freight in containers and | 
hefore this hye Wine adjourns Vou will ius Ott rb withe l 
basta taaians Sontatnag ated uns of one nature or anot 

Phe Alaska Steamship Co. several vears ago. with some | 


ated a program of handling freioht In What they call cargo 


Phe erib has been satisfactory | some respect Dut if vou welgeh the 
of I) undline. packing, an | stowing the rib aga } st tiie Lif 
ippears that the saving to the Alaska Steamship Co. ha er heo 
v ble. ‘| he Caryvo eribs OCCUPY Di) pe reel ot the pace on the sh P 
or the crib itself. That is to say, that a ship full of eribs will carry 
ly half as much freight as a ship not stored with cribs 


In addition to this, the steamship company has a tremendous inven 
Ory oft eribs on oe doek in ene , on every sh) I}, and on their 
ocks inh Seattle and t| 11S prob le Wh of t he loss ot revenue space has Mn 

enced their thinking certainly in anv other sort of a containe 
rogram. 

However. over a period of years, any people and Some firms 
luding my own—have made representation to the steamship com 
panies requesting consideration for a rate or an all-commodity rate 

freieht moving in containers. The net result of these requ sts 
nil. 

In fact, if we were to institute a program of moving freight in con 

ners similar to those in folde I's I have submitted to vou, the costs To 
~ would be 40 percent oreater than for the same commodity moving 

\laska Steamship cargo cribs and no saving would result to us as 
forwarders for handling and wharfage charges in Seattle 

Phe same wharfage and handling charges apply at the Seattle dock 


hether any freight is handled into the containers by the longshore 
en or not. So actually, there is absolutely no eiiedices sat ig 
ne your own containers and stowing them with less e xpensive labor 


“offering the stowed unit container to the steamshi ip ne tO 

insport to Alaska. 

There has been some concession made for movements of furniture 

it in the case of the people transporting furniture in 8 by 8 by 12-foot 
ontainers, the tariff provides that they will pay for the gross weight 

d not the net. 

The other exception, though not published in the tariff, is in the 
e of Garrison Freight Lines. The Garrison Freight Lines move 
10-foot semitrailers via Alaska Steamship Co. to Valdez, then they 
ook a tractor on them and move them from Valdez to Fairbanks and 
return the LO foot van trailer to Valdez where it is picked up by the 

\laska Steamship Co. 

The Alaska steamship freight rate to Fairbanks via Valdez, or via 
Garrison Freight Lines, is essentially equal to the Alaska steamship 
rate to Fairbanks via the Seward gatew: Ly and the Alaska Railroad. 
I do not wish it to be construed that I am in opposition or do not 
endorse the Garrison Freight Line service, I think that it offers an 
excellent service to the Fairbanks shipper and I think that it also 
loes a service to the shipper in that it provides competitive transpor 
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ition to him, WI . after all] is the basis of any successful transpor 
tit provera 
‘| ‘ to be said for freight moving via the Valdez gat 
\ I rial Litat everyone 1 Western Alaska would be e) 
raged bot s l vateway and the Valdez gateway. 
In e Fig (iarrison Freight Lines and the Alaska Stear 
( i! ( equilable arrangement and while thi 
i. container rate to Garrison Freight Lines, it 
1] et t if Garrison Freieht Lines were required te 
pay the ] rates on the weight of their 40-foot trailers mov 
ne them back and forth between Seattle and Valdez, they could not 
’ fully operate within the confines of the tariff. 
Apparently, there is an arrangement between the Alaska Steamship 
Co. and the Garrison Freight Lines which has been negotiated by their 


espective traflic dep: utments for the handling of the 40-foot trailers 
and certainly I have no objection to this arrangement as I have previ 
ously stated this represents a substantial service to shippers in Alaska 

My point, however, is that . believe that a similar arrangement 


should be extended to any other forwarder or consolidator that may 
wish to buy space on the Al as Steamship Co. and it is at this par 
ticular point that we have not been able to gain any appreciable in 


terest on the part of | the ste amship ¢ ompanie S. 

— has a strong truck carrier in Seattle Anchor: age Service 
and t Alaska Freight Lines provides as fine a service as can be 
provi de dt o the ship per at slightly higher costs. 

We have within the Territory a strong and active commercial truck- 
ing industry and we have within the Territory as an alternate means 
of long-haul transportation, the Alaska Railroad. Both of these 
methods of transportation are necessary and are an integral part of 
the transportation picture within the Territory and both are neces 
sary and should be encouraged. 

‘The purpose of my testimony before you gentlemen today is not 
to attempt through this committee to bring pressure upon the steam- 

hip company to publish rates and tariffs which could be construed 
as benefiting forwarders or consolidators but to point up inequities 
which are existent in the present freight rate picture to Alaska. 

I am firmly convinced that a far more effective method of establish 
ing equitable and standardized rates for land transportation to Alaska 

in be accomplished by two purposes: With the paving of the Alaskan 
highway through Canada connecting with the highway system in 
the United States, commercial line haul truckers would be able to eco 
nomically and feasibly operate long haul transportation service to 
the Territory from any point in the United States. I think more im 
portant than this, the construction of a railroad from a rail head in 
the States would serve to introduce to Alaska freight rates comparable 
to those which are existent both nationally and internationally. 

sy providing the steamship companies with this tvpe of competi- 
tion, I am sure that their rates and their rate structures would be 
reviewed and re appr: vised, 

It is my hope that the Congress of the United States, through this 
committee, will give serious consideration to this approach to Alaska’s 
transportation prob lem and I should like to commend Senator Mag 
nuson on his thinking in this regard by virtue of the bill which has 
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assed the Senate establishing a committee and providing funds for 
his committee to survey these proposals as outlined. 

I hope a your committee will be passed upon and approved by 
1e Hous se oO f Repre sentatives and th at consider: ition will be cviven 
oward these important segments of Alaska’s transportation pi 

[ wish to thank you for the op portunity to appear before ani, 

senator M AGNUSON. Se nator Se ‘hoe *ppe | 7 

Senator SCHOEPPEL. No questions, thank you. 

Senator Maanuson. No questions. 

[ appreciate your kind statements. And I think you point up a 
cet of this complex rate problem that exists becaus se of the lack of 

insportation. Generally speaking, that is the story. 

Mr. Anprrson. That is the crux of the whole prob lem. 

Senator Magnuson. I sup pose ry at after vears of this if anvone is 
»make a speech, he will say that is the plague of the Territory, these 
equities that arise because of that. 

Mr. AnpErson. Our forwarder rates and the forwarders have pro- 

led a very extensive service to the railroads for the last hundred 
ears that I know of, and it is a common practice within virtually all 
ransportation rates in the States. Even the air carriers have recog 

zed the forwarders to Alaska. 

Senator Magnuson. Yes: and we had pretty much unanimous testi- 
ony on the bill to make them common carriers, recognizing their 
ilue. 

We will thank you very much. 

[ think we will have time for another witness. Mr. Owen, I think 
ou have to go back to work. Are you here / 

Mr. Owen. Yes. 

Senator Magnuson. I want to say that I hope you truckers will be 
ack in here tomorrow with these comp laints. We will see if we can 
cet at them. 

Mr. Owen, we will be glad to hear from you. 


STATEMENT OF ALFRED OWEN, MEMBER OF THE SENATE, 
TERRITORY OF ALASKA 


Mr. Owen. My name is Alfred Owen. 

Senator Maanvuson. I might say he is a member of the Territorial 
egislature in the Senate. M: ivbe he should be sitting here. 

Mr. Owen. Thank you. I was just going to state that in the record 
hat IT am a member of the Alaska Senate, and formerly I have been 

business representative of the AFL Longshoremen’s Union, and 
orked many years with the problem of Government competition. 
(nd further, I am the chairman of the committee on Glocersanaal 
petition of the chamber of commerce. 

And in this committee on Government competition in the chamber 
his specifie committee deals with only four r: ather narrow categories, 
nd that is the longshore stevedoring business, the construction busi- 
ess, the trucking industry, and the airlines. They all suffer from 
Government competition. And you will hear from very competent 
people in construction. And you have already he ard from ‘the 


Tl uckers. 
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[In passing on construction, though, I simply wish to point gut that 
the contractors now have better than $35 millon of construction 
equipment in the Territory of Alaska. There is a resident labor force 
here that resides here the year round as contrasted with what we used 
to have, known as a transient labor force; that is pretty well gone 
The housing program the Government has fostered has made housing 
cheap enough here, and on terms such that people can buy it, and 
that isexactly what they have done. They have established themselves 


as permanent residents, so you will find in the Territory of Alaska 


an exce¢ ne ‘ 2ood | i abor foree. And you have vot contractors that 
have a ld of experience in Alaska terrain and under Alaska condi 
tions. 7. ad it Loar cost them a lot ot money to get that experience, 


believe me. 

Now. there was a time when if the Government of the United States 
wanted something done in Alaska, they had to do it themselves because 
you didn’t have the labor or you didn’t have the management, but 
you now have it. And the government of the Territory of Alask« 
went on record just this past Session of the legislature last spring 
and they addressed and passed 1 through bot h Ilouses by a very com 
fortable majority a memorial op posing competition by the Govern 
ment of the United States and its agencies with the people i in private 


businesses of Alaska. And I was somewhat amazed, and very appre 
ciative of the fact that the Defense Secretary saw fit to acknowledge a 
memorial. Tt is the first time that I heard a prayer on a memorial 


answer, and he did so, and he informed the Secretary of Alaska that 
the directives of the Defense Department which broadly encouraged 
Defense agencies to seek out private industry to accomplish ther 
various needs, that they extend those directives to Alaska, and t] at 
was done under date of April L, I believe it is. 
And in the directive itself, which is numbered Department of De 


fense Directive 4100.15, they specifically state in substance that where 
the Armed Forces are ‘in an area and there isn’t a contractor on tap 
at the moment, that the possibility of inducing private industry to 


meet the need be eXé amined. 


So we have made a lot of progress in dealing with the Defense 


Department in this respect, particularly the Army and the Air Corps. 
The Navy has been relatively inactive in Alaska for some time, but 
my understanding is they will have a considerable program in Kodiak 


in the future. And we will try to see that that is put out on contract. 
Ve are not so fortunate with agencies of the Interior Department. 


particularly the Alaska Road Commission, and the United States Fish 
and Wildlife Service. 

The United States Fish and Wildlife Service is the roughest of all 
on our intra-Alaska airlines. 

I believe I am correct when I say that the Fish and Wildlife Serv 
ice maintains a fleet of 40 or 42 twin-engine aircraft in the Territory 


of Alaska. Gentlemen, nobody but we taxpayers can afford to have 


something like that. 
Senator Scnorrper. How long has that been going on? 
Mr. Owen. To the best of my knowledge that has been built up pri 
marly since the close of World War IT. 


These people say that they have to patrol their areas. Well, we 


have plenty of people in the airline business here that are in the char 
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er business. And I think that an examination of the cost records 
aintaining those aireraft at public expense, which belong to the Fish 
Wildlife Service would strongly prove that it is hot a very eco 
omical operation. 
In addition to that, as I say, they are competing with the industry 
it pays taxes, that supports that agency. 
Senator ScHorrrpeL. And which industry, lL take it from what vou 
ive said, is available 4 
Mr. Owen. Tha: is your intra-Alaska airlines, and we have a num 
er of them now. 
Senator Magnuson. They probably have more up here than any 
iere else because they have been so dependent on air transportation. 
ere are all kinds of companies. We used to eall them bush pilots. 
Mr. Owen. That is exactly right. 
Our other complaint is with the force account and maintenance con 
ition of the Alaska Road Commission. Again there was a time 


{ 


en the Alaska Road Commission had to perform Its OWN Tunctions, 
that day is long past. And we think that the taxpayer's dollar 
ila garner more work and more accomplishment if the CONTAC 

ral process were carried out further. 

Now, it is true that the Alaska Road Commission has made some 

ogress alone that line, but there is considerable left to be desired. 


Lnd like all too Hany agencies, there is too mueh money spent at the 
neering’ and office level, and too little @ets down to filling the 
khole im the road. 

Senator ScuorrrpeL. Might I ask this question, Mr. Chairman, of 

witness 4 

Senator MaGnuson. Yes, 

Senator Scuorrren. I think you are pointing up some most excel 
t constructive approaches to this thing. 

Do you have this information with reference to these local service 
Ups CO nsolida ited someplace where It 1s 1 ulily available / L take 
il Vou have. 

Mir. Owen. That will be furnished for the record. Tt will be fin 
ed by Mr. Larry Moore, the general manager of the Associated 
eral Contractors. 

Senator ScuoEePren. I see. 

Er. OweEN. You know, alone the ar ot letting out maimtenal 
ontract, I have noticed an article that came into 1h) hands her 

t the other day that in the District of Columbi for the last 24 years 

of that maintenance of the streets, alleys, and sidewalks of the Dis 

ct. has been accomplished by contract. And it is amazing the 

ount of work they have got done per dollar and expended, and I 

. that includes just patching. 

For instance, if somebody has torn up the pavement, to fix up a water 

in, that patch is put out as a part of the contract, and it has proved, 

you gentlemen probably know, proved very beneficial. 

There is one other subject I want to cover very briefly. 

Senator Maanuson. I want to say there, Mr. Owen, of course, it is a 
onstant struggle with the military to keep them out of what we call 
ompetition with private enterprise. I think most all Secretaries of 
Defense and Air have that idea, but if you don’t watch it all the time, 

ey are always getting into something. 
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si Owen. Well, that is true. 
nator Macgneuson. And that — les the Navy, too. They are 
‘en ays starting their own laundry, or something like that. You have 
just got to keep at them. And usu: ily it depends on the commanding 
cer in the particular place. You have the sympathy of every Mem 
her of ( ‘ongress on that regardless of political party. 
Mr. Owen. I think that is generally true. 
Senator Magnuson. We don’t like that. Sometimes it may be nec 
essary, but one time when it is necessary that gives them the gree? 
licht to kee p on doing something like that. And I suppose that nn 
Alaska you would have more cases than any place else because of th« 
preponderance of Government activity here both from the Interior 
Department level to the military level. 
Mr. Owen. Mr. Chairman, may I explain it this way. In January 
of 1954 there was a joint labor-man: ugement group which met with Mr. 
Ferry in the Secretary of Defense’s Office, and had to do with man 
power; and they told us very frankly that these directives are issued 
by the Defense De ‘partment to the various services, and they in turn 
are responsible for getting it out into the field. As far as Alaska 
concerned, it just doesn’t get - re. I think that thing is true in other 
Government agencies also. It filters down, and it filters pretty thin 
by the time it gets here, but we have made more progress. 
Senator Magnuson. You want to remember Alaska never gets the 
same kind of scrutiny. You are away, and in some cases people don’t 
know about it, and it is sort of overlooked. You never get the same 
kind of scrutiny you would get right down in congested urban areas. a 
Mr. Owen. Well, that is entire ‘ly true, although we have made more 
progress on this problem with the Defense De partment than we have 
with the other agencies. | 
Senator Magnuson. What about the longshoremen down at Whit 
tier. Have you had any trouble? 
Mr. Owen. That is the one thing I want to wind up. That is where 
we have lots of trouble. 
Senator Magnuson. This isthe Army down there? ( 
Mr. Owen. This is Army Transportation Corps. | 
Senator Magnuson. Yes. H 
Mr. Owen. It isa very funny thing, but we have down there troops n 
doing —— work, and we have had that condition all during 
World War IT, and since the close of World War IT. a 
Now, it ty true that commercial stevedoring down there from time 
to time do work civilian cargo which stays in Whittier, or which is 
heavy material for the Alaska Railroad such as ties and rails, and loco 
motives, ears and such, otherwise the freight has to come through 
Seward. But I think you will find that in every other place in the 
world that civilians are doing the work as a matter of policy. The 
nationals of foreign countries do it to bolster the economy there. 


I believe Delegate Bartlett will remember, as a representative of D 
the longshoremen, when I was with them, I went to great lengths in re 
futing point by point their various contentions as to why they should or 


be there. Now, they have finally fallen back and said for tactical rea 

sons we must continue. They have said that it is necessary to have 

a longshoreman there. ce 
Delegate Bartietr. But those reasons were given separately. The 

first reason was, as I recall, Al, that they had to train longshoremen 
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id that was the reason assigned, and when that reason was assailed. 

en the other came into being. Is that your recollection / 

Mr. Owen. Well, that is correct. And I would simply submit that 

e type of longshoring your troops are asked to do is not done unde! 
vartime conditions, in modern piers with steam-heated warehou 

just isn’t done. 

I would think that something more 
oram would be this Arctic 


approaching a training pro 

movement of freight where they had some 

fty-odd vessels recently engaged in supplying the extreme Arctir 
yond Point Barrow, where they are putting the cargo ashore, and 
ere are no docks, That may come under a training program and be 
ery apropos. 

Senator Magnuson. Of course, that argument in my opinion is 

mewhat stupid. A man is in the Army for a short tour of duty, so 

ou train him to be a longshoreman: and by the time you train him. 
is time for him to go home. 

Mr. Owen. That is right. 

Senator Magnuson. Back 

Mr. Owen. That is right. 

senator MAGNUSON. Or cut logs down in Seattle. 

he military have always been able to call on trades-people like 

ioshoremen that know their work and make a 

Mir. Owen. Well, that is true. 
Senator Magnuson. They are training a labor force that is the 
mobile in existence for a particular kind of job. It is here today 
and gone tomorrow. 

Mr. Owen. Well, it just doesn’t hold up any sense of logic, and I 
believe that again an examin: ition of the cost will show that the tax 
paver is not getting his money’s worth. 

Senator Magnuson. In the Navy we train an electrician and he goes 
out to make a career of it. They are using peop le down there for 
hort term of duty as longshoremen. Nobody is going to make a career 

longshoremen in the military. One may make a 
of these specific trades, but not longshoring. 

Mr. Owen. That is certainly true. And we think that when the 
lirst of the year comes up that that activity should certainly be termi 


Kansas to farm wheat or something. 


lifetime work of it 


career a some 


nated, 
/ Senator Maanuson. And they are charging the Air Force how much 
a ton 4 


Mr. Owen. Well, I wish I knew. We have charged that they have 
: harged $20, and nobody has denied it, and that is about double what 
commercial stevedore can do it for. 
Senator Magnuson. Well, the civilian charge at Anchorage 


is 
5 round $5, 
e Mr. Owen. Around five. 
Senator Magnuson. And they are charging the Air Force on their 
f books much more than that. 
Mr. Owen. The additional cost at Whittier would not be over an 
{ other dollar. 
Senator Maanuson. Yes. So apparently it is not economical, either. 
e Mr. Owen. That is right. And you will find that the os oo 
ompany has to absorb travel time, train time, and all that, and room 
e d board, so it doesn’t run up over another dollar. 
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Mr. Chairman, I would like to submit for the record this acknow] 
edgement of Defense Secretary Wilson with reference to Government 
compe ‘tition in the armed se ‘rvices. 

- thank you gentlemen very much because there is competition fron 

» Federal Government we can do without ve ry well. Weare trying 
to get a private industry on the road to puta basis under the economy) 
here. 

Senator Magnuson. And the more you do that up in Alaska thy 
fewer people you have that are going to be stable, permanent residents 

Mr. Owen. That is right. 

Delegate Barrierr. Are you aware of the fact that there is an a 
rangement in the section 9, I think it is, of the sea-train proy ISlon 0} 
securing the railroad cars and vans aboard the ships 4 Would that 
be a new activity for the railroad ¢ 

Mr. Owen. Yes, it would. And It occurs to me that, well, I w1] 
just bet you four bits they are going to run into trouble with Harr 
Lundberg and the sailors. . 

Delegate BarrLterr. How lone does it take to train a longshoreman 

Mr. Owen. Well. other than ror winch drivers and some of you 
key people, any man that is intelligent, willing to work, and get 
pretty good idea of it, in just a very few weeks. 


Delecate BartrLerr. Do they rotate those soldiers dow n there evel 
few wer ks aiter they learn how to be longshoremen 7 
Mr. Owen. No, they don’t. 

Delegate Bartrierr. How lone do they stay ¢ 


Mr. Owen. Some of them stay 1S months, some of them a vear, som 


of them eve reenlist and stay on again. | 
senator M AGNUSON. Some ot them write the ir Delegate they don’ 
waht to vet home, and Lo their se Nators and % onoeressmen, ‘Tt just 


doesn’ { nik ike fora sti ab le wol k pool : around he re. 

Mr. Owen. It doesn’t. that is correct. 

Senator Magnuson. What about the turnaround? Does it slow 
itup! 

Mr. Owen. Why, sure. 

Senator Macnvson. Of course, it slows down the turnaround. 

Mr. Owen. Definitely. 

One thing I want to express my appreciation to you. Tf it hadn’t 
been for your intervention, this fish trapping bill would have bee 
saddled upon us here in Alaska and we would have been stuck. IT had 
the privilege of appearing before your committee at that time. 

Senator Magnuson. Well, we were glad to do it because we thought 
it was the right thing to do. 

Mr. Owen. Well, it was the right thing. 

Thank you very much. 

Senator Magnuson. We will put in the acknowledgement of th 
Department of Defense in the record at this point. 

THE SECRETARY OF DEFENSE, 
Washington, April 4, 1955 

DeAR Mr. HeENpRICKSON: Thank you for your letter of March 10, 1955, an: 
the certified copy of the Senate joint memorial. 

tT am pleased to inform you that the Department of Defense has develope: 
a program which requires examining our military-owned and operated commer 
cial and industrial activities and placing reliance on private enterprise whereve! 
such action does not impair military effectiveness. 
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This program is now in the process of being extended to the Ter 


iska. A copy of DOD Directive 4100.15, dated February 8, 1955, is enclose 
uur information and reeords. 
I trust that our program as applied to military operations in Alaska w meet 


he purposes of your memorial 
Sincerely yours, 


DEPARTMENT OF DEFENSE DIRECTIVE, No, 4100.15 


Subject: Commercial and Industrial Type Facilities 


ference DOD Directive 4000.8. November 17, 1052 


I, PURPOSI 





fhe purpose of this directive is to establish the Dey ent wefense policy 
th respect to the ownersh p and operation Of cotlnine! lk and dust al type 
ties 
DEFINITION 
\s used in this directive, Commercial or ind trial type i t e those 
ted to an activity which normally might be performed by p ‘ \ 
ept cCommissaries, post exchanges nd nonapprop er I! ( ‘ 
If, POLICY AND CRITERIA 
Che Department of Defense supports the bi ie] ! ple ‘ 
enterprise should be fostered by Government. Therefore, it | f 
e Defense Department that the use of Government-owned } ed 
al and industrial type facilities will not be authorized revie eXxce 
en it can be clearly demonstrated that private enterprise ¢ not py the 
e or provide the products as necessary to meet current and m ition 
juirements, or that in the execution of the military mission, operation by the 
ernment is a necessity. Those factors which would justify the continued use 
the establishment of, Government-owned or industrial Typ. ( Ville 
WS 
1) The absence of private facilities of sufficient capacity lo l hir 
easonable distance from the point of demand. This may be particular ip] 
ble in isolated areas. However, the possibility of inducing private industry to 
eet the need must be examined 
2) The necessity for meeting the military demand at all times without delay 
icularly where abnormal or fluctuating military demand makes private 
irces or operation impractical to the extent that the current or mobilization 


eed cannot be met 
3) The need for maintaining facilities for training of personnel (fe 


on in a zone of action or advance base or Overseas operations where commercial 


. facilities will not be available) where an organized training program for the 

pe of skills involved, specifically requires the use of the facility in question 

a t) The danger of compromising information would aid potential or known 
elmies, or Which would otherwise be prejudicial to the interests of the United 


States, where adequate provision can be made only through 
eracion, 


Government 


>) Any other criterion demonstrating a particular Government 0] 
in the publie interest, when approved by the Secretary of Def 
b) In those instances where it has been determined that a commers | 


or 
ndustrial type facility or activity should be continued, reactivated or established, 

ximum use of existing facilities will be made on a cross-servicing basis, pro 

led such use is consistent with the pol cies expressed under (@) above 

IV. PROGRAM RESPONSIBILITY 
a) The Assistant Secretary of Defense, Supply and Logistics, will 
(1) Be responsible for developing a continuing Department of Defense 

a program designed to meet the objectives of the policies established in- se 


tion III hereof. 
2) Promulgate instructions applicable to the military departments 
(3) Review the programs and findings of the military departments, and 


refer to the Secretary of Defense for appropriate action those cases or 
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findings which remain unresolved after discussion with the appropriat: 
departmental Secretaries, 

(4) Notify the Secretary of the military department concerned of t} 
decision reached by the Department of Defense with respect to each of tl 
findings submitted for review. 

(bv) The Secretaries of the military departments will develop and carry o 
continuing programs for the analysis and review of commerical and industri 
facilities and activities under instructions promulgated in accordance with tl 
provisions of (a) above. 

V. This directive is effective immediately, and supersedes DOD Directi 
4100.15. dated November 24, 1953 

C. E. WILSON, 
Secretary of Defense. 

Delegate Barrierr. Is there any difference in the turnaround of 
ships when civilian longshoremen and soldier longshoremen hand] 
them ? 

Mr. Owen. I am just quoting from memory right now, but taking 
a specific ship, the motor vessel Olson, it is a knot-type ship, somehov 
or other that ship got into Anchorage and it was discharged ani 
backloaded in not to exceed 4 days. I have a recollection that it laid 
in Whittier with a carload of lumber, it took 21 days to get that of 
and get thai vessel out of there. And I think she has never been 11 
Whittier again. I can’t remember whether it is 9 or 11 days. Bu 
you will find your private stevedore just simply can’t afford to prolong 
it that way. He has got to get it out of there. 

Senator Magnuson. And he wouldn’t be in business 30 days if he 
had that kind of operation 4 

Mr. Owen. Oh, definitely not. 

Senator Magnuson. Nobody would hire him. 

Mr. Owen. Definitely not, he would go broke. 

Thank you very much. 

Senator Magnuson. Thank you all. 

And, gentlemen, we will meet again tomorrow morning at 10 o’clock 
We will try and go a little faster. However, this has been very 
interesting. Weappreciate you coming today. 

(Whereupon, at 5:45 p. m., the committee adjourned, to recon- 
vene on Tuesday, October 11, 1955, at 10 a. m., in Anchorage, Alaska. 
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chorage, Alaska, Senator Warren 
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The committee met at 10 


\ 


Loussac Library, 
G. Maenuson, chairman, 
Present: Senator Andrew F. Schoeppel. 

\lso present: Mr. Robert Bartlett, J elegate. 


Senator Magnuson. The committee will come to order. 
We have a creat number of witnesses yet to be heard. We would 


very much to conelude the hearing today, so | hop that th 


esses will be as short aus po sible beenuse we will vet evervthineg 
the record anyway. 


We are Po0INne to have to reread the record. 
Whint you have to say we can take notice of at that time. 
We have next on the list Mr. James Burke: is he here? Mr. Burke, 
vill be glad to hear from you. 


STATEMENT OF JAMES BURKE, MANAGER, JAMES BURKE & CO. 


Mr. Burke. Mr. Chairman, Senator Schoeppel, members of your 
I, my name is James Burke. [ve lived in Anchorage since 


Ih married and have five children. | am past cirector ot the 
horage Chamber of Commerce. I own and am the active manage 
James Burke & Co. Our business 1s truck transportation, intra 
Llaska. My truckline is divided into two segments: 1. Over-the-road 
ng from Seward to Anchorage, and from Fort Richardson and 


dorf AFB to the Fairbanks area serving Ladd 
Delta Air Force Bases. 2. 


muling of freieht 


Kielso . 2) qd 
Phat of a local carrier, special 

locally, that 
iurdson, and Elmendorf areas. 


s within the Anchorage. F¢ 
In past years We ! 
dous tonnages from the Alaska 


ave hauled tre 
OUS job sites. 


Railroad treieht vards to the 
ind been written that I am here to talk on rate diseriminatior 
it subject Iam not qualified to discuss. At this date, [am not cor 
ed there is rate discrimination. However, 1 do feel qualified to 
Ss rate comparisons, and that is my subject. 
In our Nation the trueking indust 


ed as an important part of 


ry has grown to where it is recog- 
our economy. For economic rea 
ruck-carriers’ operation is best suited for the handling of | 


i it’ ‘ 
carload lot freight and larger tonnages for relatively short d 


So 
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tances. It is customary for the trucking industry to offer the lowest 
rates on freight moving distances up to 400 miles from its origin 
the reason being, a truck picks up its cargo at its location and delivers 


to the door or jobsite of its customer at a sstination. On distances of 
over 400 miles the cost of loading and unloading the railear is offset 
by the lower ton-mile cost of the railroad. 

Rates, both truck and rail, are governed by two important factors 
The demands of private capital mn private enterprise to show 
profit on investment. 2. The regulations of ICC to make certain that 

all rates a hag, 0 hss tory. 

In Alaska we have the same need for truck and rail tr: WMsportation., 
even are most distances are within the 400-mile radius mentioned 
earlier as that distance best suited for truck transportation. (Seward 
to Anchorage, 128 miles), (Valdez to Fairbanks area, 367 miles. 
There are laroe movements of freight and movements of heavy freight 
that are best suited for rail transportation. . 

Here in Alaska we have but one railroad and that railroad is Gov 
ernment operated. The trucking industry must operate profitably t 
remain in business whereas this particular railroad will operate wit] 
or without a profit as proven by past vears of operation. Nor is ther 
a regulatory body governing tariffs on Alaska to insure compensatory 
rates, 

I feel a thorough investigation of Alaska railroad rates is essentia 
because of instances which I would like to call to your attention: 

1. Since World War IT, freight rates of all carriers have steadily in 
crea ised becaus se of ate cost of ope artion: this he I | true for Alaska 
Railroad also until the highway system of the Territory was opened 
and truck competition began. Since that time the ARR has steadily 
lowered rates and added additional free services. The most recent 
rate reduction went into effect October 1. 1955. drastically reducing 
rates into the Fairbanks area and seriously affecting Valdez truckers 
sery ing that area. 

Y. It is gener: ally ac ‘knowledge d that costs in Alaska are highe r, yet 
on a comparison of class rates on a railroad between Seattle, Wash.. 
and Missoula. Mont.. as against Seward to Fairbanks via the ARR, wi 
found the Seattle to Missoula rates nearly 25 percent higher. I chose 
this comparison because of like distance : and terrain. I feel a general 
investigation of ton-mile rates of the ARR in comparison to privately 
owned railroads would further point out the abnormally low rate 
structure of the Alaska Railroad. 

3. As an over-the-road trucker, my very existence is threatened 
Should we be able to compete with the new ARR rates, there is n¢ 
assurance that those rates will not be lowered further. 

It is not my intention to ask for subsidy for myself or the true ‘king 
industry. I expect to compete for my business, but that competition 
should be fair as only a thorough investigation of existing rates would 
determine. A rate investigation should produce the following results 

1. Prove without a doubt whether or not rate discrimination exists 

». Provide a true basic rate for each oonaanlie, 

3. Establish why ARR rates are higher on a local tariff than on a 
through tariff for like service. 

In conclusion I respectfully ask that such an investigation be mad 
without delay and that results be acted upon immediately to insure 
the survival of the trucking indus try within Alaska. 
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Senator MAGNUSON. Any questions, Senator Sechoe ‘ppe | 7 
Senator Scnoepret. Mr. Burke, I note that you are askine for an 
nvestigation here to determine these things. Going back to the 
mene railroad situation, I am not conversant with it. I presume 
ean find it. Butif this railroad is reducing its rates. this. of course. 
Vhaeetee you into a blind with other truckers with reference t 
protitable operation, : presume, 
Mr. BurkKr. Yes, si 
Senator SCHOEPPEL. ITas this railroad ope rated at oa loss, or nr 
1e\ In the black, I wonder. Do they h; ive any records on th; At ¢ 
Mr. Burke. You do have records, sir. I am sure the railroad has 
operated in the black. 
Senator SCHOEPPEL., Has it operated always In the black in. the 
eries of past vears / 
— Burke. I am not qualified to go into the past years. T have 
othing’ to do with their rate structure or their books. What I read 
he papers is that they have lost money up until the past 2 to 3 
“urs. Until that time, since that time, I have been led to believe, 
dthe papers state, they are operat ing’ ona profit. 
Senator SCHOEPPEL. As I gather just listening here, and that is what 
| want to be, a good listener, the cutting of the rates by this railroad 
not on a definite pattern. It is not as a result of a determination of 
tesas it relates to the entire area here. 
Mr. Burke. At times it is on a definite pattern, sir, and at times it 
is been on singular items. At times those items that are best suited 
r truck transportation. 
Senator ScCHOEPPEL, Thank you very much. 
Senator Magnuson. Well, I haven't the figures here. We can get 
em. and we will get them. 
Senator SCHOEPPEL. I think we ought to have them. 
Senator Magnuson. We will get them from the Appropriations 
Committee. But we appropriate money every year for the Alaska 
Railroad. 
Phe money appropriated may not be to make up a deficit of operat 
: ¢ costs for the railroad proper in some cases, but for the overall 


| peration of the Alaska Railroad. We ap propr late money every year 
| for capital outlay, rolling stock, or fixing up a dock, or some 
\ thing of that kind. There is a lot of nonoperating, nonp wars opera 
tions of the railroad. But — all fairness. some of it is due to the 
litarv. The trouble is you can’t get anybody in with books that 
| eparate these things. That is the difficulty. 
) Mr. Burke. Yes, sir; I do acknowledge that. 
Senator Magnuson. I don’t know. I just make the observation. 
O Senator Schoeppel with his background is more versed in this than I 
1) nu, but it is hard to get any railroad to give you the operating costs. 
d Senator SCHOEPPEL. That is rioht. 


Senator Magnuson. I have never had a railroad yet tell me how 
; uch it cost to move a ton a mile. They just don’t seem to be able to 
roduce those figures. But all we know down in Washington is that 


a very year we have to appropriate some money. 
Mr. Burke. I have no argument with that. 
t Senator Magnuson. IT was just making this observation. And I 
“ nk it points out what you say, that it is so difficult to know, to find 
t exactly. 
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Mir. J K Perhaps there are many things that could be cleare 
) y mind that we won't take the time for now. 

se] ( \IAGNuUsOoN. Yes 

Mio. Burns Possibly the intent Is st lou developi io the ‘Territor 
ina r that the case why miwybe we dont have argument. Wi 
week l¢ we that when the 1 vilroad Wil- brought up here and built I 
i velop | e Ter tory it Wa cle shyt for that pul ‘pose, and the fee 
ne of the Goverm qi sure, 1s fart ng enterprise on the bas 
lat it does operate, nui liag tase ite, W With private money, and com 
pete in the free world. 


But in this particular instance where we have the Alaska Railroa 
and things that have been so basic, such as the 128-mile haul from 
Seward to Anchorage . the fact that the majority of that fre ioht canno 
travel, and cannot Operate on trac ks, 1 Is Surpr Ising to me, espec It ally 1] 
view of the fact that the freigh t, when it gets here, still has to be pi ked 
up off the ra gage and delivered to the job site. And the 12s8-mil 
haul is roughly a 4-hour run with a truck, and it probably takes a1 
hour to deliver that same load off of the railroad here to come up on a 
flat ca 

Senator MAGNUSON. Well, I don’t believe there is anyone in th 
room that would say that the Alaska Railroad in times past and mayb 
surely even now, is not serving a great purpose for the Territory be 
cause it Was necessary to begin with. But with the growth of the 
Territory we are running into many serious problems as to its valu 
In certaln fields, | how it kee ps its books. and how much it is COS tinge th 
(government. And that has been difficult to get. 

And then, of course, I think in all fairness to people down in Wash 
ington, it was a thing that nobody had time to look into as long 
we Were in the war and were concerned with the defense effort. 

Mr. Burke. Yes, sir. I feel quite badly about coming here if the 
thinking has been to appear as discriminating against the railroad 

Senator Magnuson. Oh, no. 

Senator SCHOEPPEL. No. we don't fee] that Way. 

Senator MaGnuson. We don’t feel that way at all. This is the 
problem that everyone says exists. As I said yesterday, we are no 
looking for villains, we are trying to be helpful. 

Mr. Burke. My particular firm, and I speak on behalf of my firn 

ind represent no other trucker. 

Senator Macnuson. Yes. Would vou agree with this. You truck 
ers are hav 1] or all kinds of proble Wis, and mM ny ot them. you believe, 
are « ; ected toward practices of the railroad: is that correct ¢ 

Mr. Burke. It is. lam sure, not their intent to—— 

Senator Maanuson. I am not talking about their intent. I ai 
talking about at the end of the year when you look at your books. 

Mr. Burke. That is correct. 

Senator Maenuson. It doesn’t make any difference how they tak« 
the business. If they take it, it is gone, whether they intended to o1 
oe : 

Mr. Burke. May I give one more example 4 

Senator MaGcnuson. Yes, go ahead. 

Mr. Burke. Maybe I can best put it this way. In approximate] 
11 days we are going to enter intoan agreement. There are five truck 
ing firms serving the military, my firm is one, and we are entering 
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to a rate discussion that may have partially arisen from the fact 
it the railroad tarif has caused this. In other words, the military 
isn’t feel that they should pay us a higher rate than the railroad, 
d I agree with them, but by not having one true basic rate, it can 
ly lead Us Into a very, very poor financial position to the point 
ere defensewise we will no longer be in existence: we will not have 
operating staff; we will not be operating as a transportation firm 

ruld. 

| rmily believe that Alaska needs both. and I am sure you don’t 

F. nor does anyone else. 

Senator Magnuson. I suppose if we had the military in here they 
ild testify very strongly that they need the trucking operations, 
t they need the railroad, and these things that have surrounded 
up here, to make their operations feasible. But I think we 

vht find, and this is just an observation, that there may be some 
ts that the nulitary should be absorbing that they are not now 
orbing. 

We have had the same situation down in Panama with the railroad, 
Ol other railroad we Operate. There it is operated by a Board 

Directors and a separate organization. We have had many prob- 
is in this committee because of the problem of the absorption of 
css whether or not tolls for shipping are too much, or whether 

iiilitary is absorbing their part of the cost in the operation of 
Panama Canal Company. It may be that that is the sort of thing 
il should be done here. 
Hlere is what the Hoover task force says, and this was way back 
1, it said: 
iis is our bill out of our committee; the Slst Congress enacted legislation 
imilar fields for the relief of the users of the Panama Canal In this 
gislation, Public Law 841, the interest on new construction of the Panama 
il was written off as a defense contribution to the canal and the tariffs 
ged did not have to include this item. As a result, there was a saving of 
cents per ton to the users of the canal, that is the tonnage, shipwise. 
It would appear that these two problems are similar in application, 
onsideration should be elven to some possible reduct ion mM Alaska 
lrond tariffs by allow ing credit for projects required to be operate d 
ely for defense needs. 

Senator Scnoerret. In asking my question I was interested to know 
ether, if this railroad was reducing rates, and, at the same time, 
ning inthe red. Because then it had that deficiency that had to be 
le up by appropriations from Congress, just as the Senator has 
itioned here. If it is running in the black and has been for the last 
eral years, obviously, I can see where this great military buildup 
re, utilizing the railroad as well as the trueks, would have contributed 

ie financial condition being in the black at the present time. But 

[ get it from you truckers here, just what I have heard, you want to 

Into the rate structure and see why some of these allegwed lower 
tes here, and higher rates other places, and with reference to the 
ie type of a rate in the States for a comparable distance is really 
table, really justifiable. Frankly, I see nothing wrong with taking 
ok at those. I really and truly do not. But T was curious to know 
ther the officials of this railroad under the Department were run- 

O in the red and expecting something by Way ot appropriation that 


o6 ‘ 
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was really hurting you trucking people when you are establishi 
rates that were compensatory and toa degree profitable. If such pol 


cles were continued would it run you out of business? We certain! 
need both the trucks and the railroads. ‘There isn’t any question abou 
that. 


Mr. Burke. Senator Schoeppel, in my closing statement I said th 
No. 2 was to provide a true basic rate for each commodity. Now, v 
have two. We could divide our freight two ways; one in genera 
freight and merchandise, and one in POL products. ask for this tr 
basic rate, and an investigation on rates to ascertain and furnish i 
formation to the interested persons on whether or not the Alaska Rail 
road is making its profits on one or the other, and subsidizing. ‘That 
my request. 

Senator ScHOEPPEL. Yes. 

Senator MaGnuson. In 1955 here is a report to Congress as a result 
of a lot of study by the Hoover task force. They recommend: (a) that 
the Alaskan Railroad rates be raised to a more adequate level. I sup 
pose they mean the rates on pure railroading across the line; (6) that 
whenever it would not interfere with the operation of the railroad, its 
hotels and other commercial services be leased or closed down; and (c) 
that the railroad be incorporated and made subject to the Govern 
ment Corporation Control Act. 

Now, that doesn’t mean that we are subscribing to all this, but these 
are some of the recommendations. 

Let me ask you this: When the railroad raises its rates, are you peo 
ple ever called in and consulted? Has it ever been discussed with you 
or any of the truckers that you know of, either when they raise o1 
lower their rates ¢ 

Mr. Burke. I have never been called. 

Senator Maenuson. Do you know of any other truckers that have 
been called in ? 

Mr. Burke. No, I do not. 

Senator MaGnuson. How are they announced. Are they just pub- 
lished? Is there notice given to the residents of Alaska that on such 
and such a day the railroad is about to change its rate schedule? Or 
do you just get a notice that it has been done and it is all over? 

Mr. Burke. I feel that that is correct, that the rate, the tariff is 
changed, and it is done, and in Alaska we have 

Senator Magnuson. Let me finish by question. If that should af- 
fect the trucking industry, or you as a trucker, you have no notice of 
the change. Is that correct 4 

Mr. Burke. That is correct, sir. As a rule, the Alaska Railroad 
does not change them on a 24-hour basis; however, it is within their 
power to do this, unlike any other operation in the States, either 
truck or rail. To either seek a rate reduction or a rate hike in the 
States, as you know, It is necessary for them to announce, for the 
party to announce their intentions. We have carriers certainly in 
Alaska that are compelled to do that, they file those intentions with 
the Interstate Commerce Commission. 

Senator MaGcnuson. Let’s get this straight. How do land transpor 
tation carriers in Alaska announce their rates? What is their proce 
dure when they make a change in rates ? 
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ry ‘ eC a a “ ; 
Mr. Bourke. here 1s no provision ot ier than the action of t] irms 
: ‘7 ; 
themselves. We regulate our own. 
Senator Magnuson. So the railroad and the truckers a 


same boat then ¢ 
Mr. Burke. Correct. 


senator MaGnt SON, ‘I hey have t] e same eround rul SO 
Mr. Burke. Correct, sir. 
Senator MAGNUSON. Well, is it your firm opinion that that should 
hanged in both eases 2 
Mr. Burke. The Interstate Commerce Commission has been widel 
‘pted in the States, and I feel until we do vet Lotate up here, u til 
we do have an State, we probably will not have those reg Lt1O 


Macnuson. That is what I was trying to get at. Do you 
subscribe to the idea that the Alaska Railroad and the truckers should 
be under some kind of regulation such as truckers and railroads are 
in the States, in their procedures in announcing change of rates / 

Mr. Burke. Definitely, sir. 

Senator Magnuson. If they were regulated, there would be public 
hearings, wouldn’t there, and ample notice of intentions filed. Well, 
then, would you subseribe to legislation that would put the ICC in 
control in Alaska ¢ 

Mr. Burke. Yes, I would. 

Senator Magnuson. You would ? 

Mr. Burke. Yes. 

Senator Magnuson. Do you think that is the general opinion of 
most truckers in your conversation with them and contacts with them ? 

Mr. Burke. I am not here to quote them, but I feel it is. 

Senator Magnuson. No doubt you people discuss these things 
among yourselves, 

Mr. Burke. Yes, sir. 

Senator Magnuson. And then would you say also that there is a 
general consensus that it ought to apply to the Alaska Railroad as to 
other railroads even though it is a Government operation ? 

Mr. Burke. Correct, sir. 

Senator Magnuson. I have no further questions. 

Delegate Barterr. Could I make a comment here? 

Senator Macnuson. Yes. 

Delegate Barriett. First, I think it is true that the Congress has 
made an operating appropriation for the Alaska Railroad for many 
years. 
~ Senator Maanvuson. No, I didn’t say that. 

Delegate Bartierr. I think Senator Schoeppel was asking the 
question. 

Senator Scnorrpren. I was wondering about it. 

Senator Maeneson. I said we make an appropriation for the Alaska 
Railroad pretty near every year of some kind. It is not, as far as | 
know, placed in an operating loss. 

Delegate Bartiett. No, it has nothing to do with the actual opera 
tion. And second, although it is true that the accounting procedures 
have been changed in the last couple of vears, the records of the rail- 
road also reflect over a great many years in the past an operating 
surplus. And third, it is true that the Congress has appropriated some 
very large sums, maybe up to $80 million or more, and particularly, as 


senator 
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the Chairman suggests, at the request of the military for rehabilitation 
of the entire system. There was appropriated something over $4 mil- 
lion only this year for a dock. 

Senator MaGnuson. TF appropriation that allows a dock down at 
Seward, which should allow any new rolling stock or capital outlay 
toa railroad should ia it more economical to run. 

Delegate Barrierr. I assume, Mr. Manley, when he comes on the 
stand, will have those operating figures. If not, I have them over in 
the hotel, I know. 

Mr. ni RKI " he bulk of my closing comments would be, gentlemen, 
by comparison. I did change the text of my conversation, my topic. 
[ was slated to talk on rate discrimination. I want to impress again 
that was not my intention. We both would feel that both methods of 
transportation are necessary. I have pointed out to the best of my 
knowledge and ability, and given vou a comparison of rates on a rail- 
road operating in the United States paying less labor and cost for the 
fuel. Despite that, these Alaska railroad rates are 25 percent or ap- 
proximately 25 percent higher. Those rates are valid at this date. 

Senator Magnuson. Mr. Burke, vou don’t say there is any discrimi- 
nation. You don’t know, but vou do say that it is a situation that we 
should look into. Under the situation as it is, it is difficult to find out; 
and the whole rate matter has become a great problem in this area. 

Mr. Burke. Correct, sir. 

Senator MaGcnuson. For truckers, and I suppose it is a problem for 
any mode of transportation. 

Mr. Burke. That is correct. And IT am sure, then, in some instances 
the railroad can feel that the truck companies possibly have been 
discriminatory. It is not a one-sided affair, and it is not my intention 
to ask for higher rates. We feel we have a basic thine. We have a 
mileage table in favor of a trucking organization. There is no reason 
why a trucking organization should not be able to operate in this area. 

Senator Magnuson. Well, I think trucking organizations operate 
with reasonable profit in the States, so when they operate under cer 
tain regulatory measures which go all the way from safety to rates 
and other matters 

Mr. Burke. Then, sir, I do concur with you in the fact that a regu 
latory body would be of great help to both the railroad and the truck 
ing firms. 

Senator Maenuson. All you suggest, I presume, is that the truckers 
be allowed to be in business, in private business, and make a reason- 
able prolit for doing a reasonable job. You don’t want anybody to be 
run out of business by a Government operation. ‘That was never the 
intention of the Government in any case. 

Mr. Burke. By the fact that it is a Government-operated railroad, 
sir, it is my intention In appearing here to ask for a rate investigation 
assuring us that profits are not made on one commodity and subsidiz- 
ing on another those items which the trucking firms handle. 

Senator Magnuson. And that can be found out only by looking 
into the matter 

Mr. Burke. That is correct, sir. 

Senator Magnuson. Thank you. 

Mr. Burke. Thank you. 

Senator Magnuson. Is Mr. Howard Weaver here? You can be 
seated, Mr. Weaver. We will be glad to hear from you. 
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STATEMENT OF HOWARD WEAVER, PRESIDENT OF WEAVER BROS., 
INC., ANCHORAGE, ALASKA 


Mr. Weaver. Mr. Chairman, Senators, and our guests: 

My subject is railroad competition. 

Before I begin, well, we were kind of caught flatfooted here. We 
didn’t know about this until about 2 days ago, so L am a little bit 
unprepared on this subject. 

l am Howard Weaver, president of Weaver Bros., Inc., a truck 
insportation corporation with offices in Valdez, Anchorage, Gakor 
nd Fairbanks. Our business consists of the movement of all type 
freight by truck, including liquid asphalt im bulk requiring in 

ated tank trucks and trailers. 

Our operation began 5 years ago. We now operate 56 pieces of 


equipment. Into this business has gone personal funds augmented 
r\ borrowed private ¢ apital which we repaid with interest 
This cor dition is not peculiar to We: avel Bros. alone. but Is True of 


ost other companies in the industry. 

Asa private e nterprise, we are subjec ted to all ap} heable taxes and 

enses assessed this industry. 

_ the military recognizes truck transportation vital in the defense 
rv Nation 

“This N ition wa built by the initiative und mL nuity of strong me 

th private capital. 

Indiseriminate and unrealistic ratemaking of this Government body 

ow threatens our very existence. 

We as employ ers ¢ ‘ontrib ute to the ee MOM here TPnlike this co 


{ 


petitor our taxes and licenses help support the very one who threatet 


to dest roy us. 


In mv 2 vears in) this Indust . this 1 1S his f St expe ence in be ne 


10n) WiIthh rb own Government. 


iirvect competit 

Senator Magnuson. Any questions, Mr. Schoeppel 

Senator Scuorerret. Mr. Weaver, pursuing this thing a little fur- 

ere for my own information, “indiscriminate and unrealistic rate 

aking of this Government body now threatens our very existence.” 
By that do you mean that this railroad has ordered a lowering of the 
rates to the point where it is unprofitab le from your experience, as 
ou view it, for you to meet such rates and stay in business 7 

Mr. Weaver. That is correct. 

Senator Scuorrrren. Is that only on certain runs, or is it generally 

iearea covered by 1 he railroad ¢ 

Mr. Weaver. The ones that we are primarily interested in are into 
the Fairbanks area. 

Senator Scuorrren. Involve the Fairbanks area ? 

Mr. Weaver. That is correct. 

Senator Scnorpret. That you have set out here ¢ 

Mr. Weaver. That is correct. 

Senator Scnuorrret. You feel that there ought to be an investiga 
tion and a determination made as to the compensatory character of 
ill of those rates ? 

Mr. Weaver. That is correct. 

Senator Scnorrren. As it relates to the competitive trucking in- 
dustry, as well as to the Government-operated railroad ¢ 


Mr. Weaver. That is right. 
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Senator Scuorrren. I was trying to grasp what your problem is. 
Apparently this stems from some recent moves by the railroad in a 
reduction of a certain class of rates # 

Mr. Weaver. That is right. Whenever any freight movement, any 
large volume movement appears, the r: ailroad has in the past pub- 
lished on 5 days notice a reduction of rates in a certain area depend- 
ing on how badly they wanted the freight. 

Senator Scuorrren. And you don’t feel that that 5-day notice is 
sufficient? That you have no opportunity to be heard on it, that 
Is 7° 
Mr. Weaver. That is correct. They can cut below our out-of- 
pocket costs where it is economically unfeasible for us to even com- 
pete. 

Senator Scnorrren. Let me ask you one other thing. What has 
been you experience? I note you have been in the trucking business 
for 29 years, and there is no substitute for experience in my books. 
What has the military done with you fellows? Have they given you 
an op portunity ‘to bid for some of thei ‘ir business ? 

Mr. Weaver. We haven’t, Weaver Bros. haven’t hauled any mili- 
tary cargo. 

Senator Scuorrren. Are you equipped to do it ? 

Mr. Weaver. Yes, sir. 

Senator Scnorrret. And have you ever solicited any business from 
the military ? 

Mr. Weaver. Yes, sir 

Senator Scnorrret. And they have never given you any ? 

Mr. Weaver. Not to date. 

Senator Scrorrrer. Have they given you the benefit of bidding upon 
any of their movements, and indicated what rate they would like to 
have you consider ¢ 

Mr. Weaver. No, sir. 

Senator Scnorrren. I think those are interesting things because the 
military is having a lot of development in this whole area. I am just 
curious to try to get clear in my own mind the relationship between the 
military and this railroad and also the competitive side of this thing, 
vou truckers. 

Mr. Weaver. Well, to bring you up to date, Senator, Weaver Bros. 
feel that the only way that we, as an industry here, are going to have 
any security is by creating a regulatory body whereby all means of 
transportation will be governed. 

Senator Scnorrren. Please don’t get the idea that you can be run- 
ning to Washington before the ICC without substantial cost. But I 
do see there is a lot of merit, and I am sure the Senator agrees with me 
that as this area develops, and it is going to continue to develop, 
as I view it, these transportation media, trucks, rail, air, are going to 
be one of the big contributing factors to its development. Some place 
down the line there ought to be some semblance of regulatory approach 
to ratemaking based upon a compensatory application of the rates, 
and it should be worked out. ee there should be a branch of 
the ICC up in this area or not, I don’t know, but an investigation 
might prove pretty helpful on what might develop on that score. 

Mr. Weaver. I am familiar with the procedures of the W ashington 
Public Service Commission, the Oregon Public Utility Commission, 
and also the Interstate Commerce Commission. I know in Senator 
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\Magnuson’s State whenever rates are changed by either the trucking 
ndustry or the railroad there is a hearing held to show cause why 
here should be a change. 

Senator Scnorrre.. If you will pardon a personal reference, I 
erved for a few years as chairman of the utility commission in my 
State, and what you are saying is absolutely correct. And we tried in 
ipproaching those matters to see that undue discrimination did not 


sult because, to permit either the rails or the trucks to indiserimi- 
tely go out and establish rates for a certain type of shipment, would 
) an irreparable injury to the overall rate structure. There must 


some type of clearinghouse, some tribunal. some agency wherein 
can petition for changes, modifications of the various, and sundry 
pes of class rates. a you may be progre ssing to the pon t here, 
f am inclined to agree that you are, that under an investigation some 
pe of regulatory agency ought to be set up here. 
Mr. = AVER. Well, we in our organization feel that it would defi- 
ely be an asset to the ‘Territory. 

a ‘Sc 1oEPPEL. Well, 1 meant by these questions to get the 
cited in my own thinking. Frankly, I hadn’t taken the time 
trouble to go into it to see what proce «lure they go into before they 

Lise arate or lower arate. 
Mr. Weaver. So far as I know, os isno procedure. 
Senator SCHOEPPEL. So | take it by the questions asked here by the 
\irman and the answers by Mr. Burke, that just left the stand here, 
ipphies both ways, the railroad can do it and the truckers can do it. 
Vir. Weaver. That is correct. 
Senator SCHOEPPEL, Somewhere down the line there has got to be 
irmonization on the procedure as I view it. 
Mr. Weaver. I don’t mean that the trucking industry’s skirts are 
because I wouldn’t say that they are. None of us is perfect in 
if respect. 
Senator ScHorrrrLt, You would favor some type of an investigation 
see What should be developed along some regulatory body type of 
in approach up in the Territory ? 
Mr. Weaver. That is correct. 
Senator Magnuson. But there is this difference, Mr. Weaver, up 
ere, Which is unusual, and a peculiar situation. Supposing this were 
true down in the States: if there were no procedures, no ground rules 
ind truckers and railroad were able to compete with each other, but 
they are doing it on the same basis. 
Mr. Weaver. Yes, sir; correct. 
Senator Maenuson. The railroad is a private enterprise and the 
trucks are a private enterprise, and they do it on the same basis. As 
matter of fact, we have a piece of legislation before our committee 
based upon some more of that theory. I don’t say that this is done, I 
don’t know whether this is done or not, but we are going to try and 
find out. Does the Alaska Railroad in order to get business, because 
they are a Government enterprise, fix a rate on a big bulk commodity 
load, or big heavy tonnage load, that you people even if you had 
hance to meet couldn’t meet? Ts that correct ? 
Mr. Weaver. That is correct. 
Senator Magnuson. Because they can go below your rates. They 
in go below their actual cost, but you have to add your capital costs to 
vour other costs. 
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Mr. Weaver. Yes, sir: that is correct. 

Senator Magnuson. This includes your interest. You mention 
that vou had to borrow mone y to get going. Coneress has put since it 
inception S160 million in the Alaska Railroad. Now, they were sta 
ing out: it is true this had to be done because it Was a losing enterpriss 


no private concern wanted it. 


Senator ScHoerren. That is melt. 

Senator Magnuson, But nevertheless it is Just as though we hia 
riven Vou all Vou tru k R anid Sil al, “Here they are, how you YO ahen 
and compete.” You would do a pretty evood job around here; wouldn’ 
you! 

Mr. Weaver. That is meht. 


Senator Magnuson. Vhat doesn’t mean that that is the fault of t! 


railroad or the people that run it because they have to report to. 


too. And down there we have some fellows that are no amateurs 

looking at those fleures when the fe@ures are repo! ted. So actuall 
they are trving to make a good showing for the benefit of the tax 
pay But that is the difficulty. And then aa add up here to thy 


trinnele the military, Does thie naitlitaary ret things from the railron 
that ther don't pray for ( \ ra I s !ppose they rety lot ot things fro) 


the Territory that they dont pay for, that are not absorbed in the 


Mir. Weaver. Yes, sir. 
Senator Magnuson. So you have a very difficult situation all thi 
Way around. 

Senator Scnorrrer. Yes: as I view it, Senator, they are going 
through the situation up here like the railroads did down in our Mid 
western area. The records disclose, when the Union Pacifie went 
through, alternate sections of land were given to the railroad to en 
courage the development of those routes, and some of them were very, 
very profitable. rsure, they oe ed develop the Midwest just As this 
railroad and the activities of Government have hel ped develop thi 
Territory, but the sole view in the future that, when it got to be self 
sustaiming, settlements were effected so they could stand on their owt 
feet. The old growing desire under the competitive American systen 
is to get to that point. 

I don’t know whether we are close to the point up here or not, but 
certainly an honest approach, an investigation of some time to de 
termine what should be done in this relationship in my judgment 
could not be anything but he ¥ ful. 

senator M AGNUSON, And t hen Vou have the broad problem, dont 
you, Mr. Weaver, up here, you will agree, and most Alaskans agree, 
that rates are high all over, regardless. 

Mr. Weaver. That is right. 

Senator Magnuson. And our main objective is always to see if we 
can get lower transportation costs in Alaska. 

Mr. Weaver. That is correct. We are faced with one thing in the 
Territory. We are a long ways from our source of supply and, con- 
sequently, by the time it reaches its destination there are a lot of 
c harges s against that freight. 

Senator Magnuson. More roads is an answer. 
Mr. Weaver. That is correct. 


Senator Magnuson. Better roads. 
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Mr. Weaver. We are fast building them. 

Senator MAGNt SON, Building them fast, but not keeping up. 

Well, thank you, Mr. Weaver, unless there are some further 

questions. 
~ Senator Scnorpren. No further questions, thank vou 

Senator Magnuson. Mr. Lordan, we will be glad to hear from you 
it this time. 

[ wanted to say there are some chairs up here in front for you people 
ho want to move. This morning we are honored to have a hion 
chool class in here / 

A Voice. Eiehth grade. 

Senator Magnuson. Weare glad to have vou here. 

A Voice. Thank you very much. 

Senator Magnuson. You may proceed, Mr. Lordan. We are glad 

to hear from you. 


STATEMENT OF FREDERICK J. LORDAN, ATTORNEY, AND REPRE- 
SENTATIVE OF THE WESTERN CONFERENCE OF THE INTERNA- 
TIONAL BROTHERHOOD OF TEAMSTERS 


Mr. Lorpan. Mr. Chairman and members of the Senate Committee 
nm Foreign and Interstate Commerce, mv name is Frederick J. Lordan. 
[ am an attorney in Seattle, Wash., and represent the Western Con 
ference of the International Brotherhood of Teamsters, a labor organ 

ition having jurisdiction over the 11 Western States and the 
Perr tory ot Alaska. I have been directed by mV chent to appear 
before your committee at its Anchorage hearing, which we understand 
~ devoted, in part at least, to the problems of freioht rates and other 
hipping porblems to and from the United States and within the 
lerritory of Alaska, and to present to you a matter which we consider 
if utmost concern to the teamsters union. 
\t the outset, let me say that my experience in the practice of 

has been, in the main, devoted to problems of regulation of public 
lities generally and to problems ot transportation conipantes spe 
i ay. | have been a practitioner before the Interstate Commerce 
lO or 12 
ars, I served either in the capacity of chief examiner or as assistant 
ttorney general in charge of the legal affairs of the Washington Pub- 


Commission since 1934. For a long period of time, exceedin 


Service Commission, the intrastate regulatory body of the State 
if Washineton. 

The problem we wish to bring before vour committee and which we 
ould like to urge or direct your serious consideration of is the ques 
ion of the jurisdiction, or lack thereof, over the rates anc services of 

INS] ortation agencies of various kinds and types serving the Ter 
tory of Alaska. As would be natural to suppose, the teamsters 
inion represents the drivers and employees of many of the shipping 
iwencies engaged in transporting freight to and within the Territory 


of Alaska. In such capacity, the teamsters union, through its vari 


OUS local unions and line drivers councils, have contracts or agree 


nents covering the wages, hours of service, and working conditions 
with various truck and allied firms engaged in this ser 
We have recently been informed that through a rate adjustment 


policy of the Alaska Railroad, a governmental agency serving a pol 


cr 
ic 








QS ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


tion of the Alaska Territory, many of the trucking companies engaged 
in competitive service in portions of Alaska will be compelled to either 
curtail or abandon their service with the natural result that then 
employees, Who are our members, will have their incomes drastically 
reduced or will be out of e mployment e ntirely. 

Now an absolute system of partial regulation, or no regulation, 
has in our opinion brought this about to a major degree. In the first 
place, Alaska is a Territory and under some of the provisions of the 
transportation acts of Congress, but the Interstate Commerce Com 
mission is not vested with power to control and regulate interstate 
traflic in Alaska. 

Senator Scuorrpren. Let me ask you this: I should know, but I 
don’t know, Mr. Lorden. Does the act, the basic act, specifically 
exclude Territories, or are Territories just not mentioned ? 

Mr. Lorpan. I think it is the latter, Senator. 

Senator MaGnuson. Just not mentioned. 

Mr. Lorpan. I have a communication from the Interstate Commerce 
Commission, district office in Portland, Oreg., which says the Com- 
mission has no regulatory jurisdiction whatever over rail or highway 
transportation facilities in the Te rritory of Alaska. 

Senator Magnuson. But as far as you know the basic act doesn’t 
specifically exclude Territories by so naming them 

Mr. Lorpan. No. 

Senator Magnuson. They merely just don’t mention them so, there- 
fore, they maintain they have no jurisdiction. 

Mr. Lorpan. That is the determination of the Commission itself. 
They did not include traflic between States and Territories as they did 
between States and so. 

Senator ScnHorprEL. Might I inject there? You being familiar with 
the practice by reason of your background and experience. If and 
when a regulatory commission or agency is set up, or should the Inter- 
state Commerce Commission on the direction of Congress take juris- 
diction of those matters in this Territory, then you would have to go 
through the throes and the determination of grandfather rights of all 
of those who are in business in the area 

Mr. Lorpan. I take it that perhaps the act would provide neces- 
sarily, Senator, in your experience as a chairman of a public service 
commission, and my experience in representing the public service 
commission, that you would have to have them establish that they were 
in operation at that time, and then they would be given the grand- 
father rights, and future rights would then be determined on “public 
convenience and necessity. 

Senator Scuorrren. That is right. I think that ought to be in the 
record on this thing because so many times folks would think that if 
you get some type of regulation why they would have to run the 
gantlet of a long, protracted hearing and may be out completely. 

First, no certificates of public convenience and necessity or other per- 
mits are required prior to engaging in the trucking business in Alaska 
and there are no rate or tariff regulations governing the charges and 
services of those who volunteer to engage in such service. 

Second, a great deal of the freight now being moved to Alaska is 
moved in semitrailers of trucking « companies which are loaded upon 
barges or steamships in the United States and unloaded, after such 
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marine transportation is completed, at a seaport in Alaska, such as 
Valdez or Seward. ‘Tractors are then connected to such loaded van 
trailers and the vehicles are transported to Anchorage, Fairbanks, or 
other ultimate points of transportation of the cargo contained in such 
trailer vans. 

Senator Magnuson. Let me ask you this question: Is there any pri- 
vate tonnage unloaded at all at Whittier ? 

Mr. Lorpan. Not tomy knowledge. Iam not familiar. 

Senator Magnuson. Does anybody know 4 

A Voice. It is pure military. 

Senator Magncson. It is pure military. 

Celonel Lentz. One exception, Senator, in connection with the con- 
tractor Cargo, 

Senator Magnuson. This is Colonel Lentz, for the purpose of the 
record. 

Colonel Lentz. Yes, sir. One exception is in connection with the 
contractor cargo that is brought in there for convenience during the 
construction period of the new pier, and the buildings that are going 
on. 

Senator Macnuson. Is there any regulation against it, or is it just 
not the practice down there? 

Colonel Lentz. Sir, it is not the practice normally to bring com- 
mercial cargo into Whittier. 

Senator Magnuson. Suppose a contractor had a military contract 
with a rush order on it: Whittier could then be used by order to bring 
his equipment in there. 

Colonel Lentz. Yes, sir; that has been done. 

Senator Maanuson. That has been done ? 

Colonel Lentz. Yes, sir. 

Senator Magnuson. Even though the contract may not be at the 
port itself but for someplace else in Alaska ? 

Colonel Lentz. That is generally not done; no sir. 

Senator Maanuson. But it could be done? 

Colonel Lentz. But it could be done. 

Senator Maanuson. And is the only way to get out of Whittier by 
rail? 

Colonel Lentz. By rail; yes, sir. 

Senator Magnuson. Where does the road stop and where does it 
end ? 

Colonel Lentz. The branch office is at Portage, which is 12 miles 
out of Whittier through 2 tunnels. 

Senator Maanuson. There is a road there? 

Colonel Lentz. There is the road at Portage; yes, sir. 

Senator Magnuson. Why couldn't we put a road up from Whittier 
to Portage and get three ports for Alaska ? 

Colonel Lentz. That matter is in the budget, sir. 

Senator Maanuson. That is good news. We like to hear that. 

Colonel Lentz. I don’t know how far up, however. 

Senator Magnuson. Well, what about the tunnel; would you have 
to go through the tunnel ? 

Colonel Lentz. Yes; two tunnels to there, sir. 

Senator Magnuson. You can put some concrete in there; couldn’t 
you? 
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Colonel Lenrz. That has been suggested also, Senator. 

Senator Macnuson. Thank you, I just wanted to know. 

(so ahead, Mr. Lordan. 

Mr. Lorpan. As this is a combined water and highway operation 
with service performed at through rates covering both marine and 
highway transportation services. the rates upon this movement are 
subject to the Jurisdiction and control of the United States Maritim« 
Commission 

Senator Magnuson. I might tell the Delegate we are just about 
ready to put some concrete in a tunnel at Whittier to give us some 
more ports. 

Say that again, Mr. Lordan. 


r 


Mr. Lorpan. | am peaking, senator, with relation to the loaded 
van type of operation that comes up here from the United States, as 

overs both water and highway operation, then it Is subject to the 
ontrol, and rules and regulations of the United States Maritime 
Commission with relation to filing ot rates, the publication, the SUS- 
pension, all of the control, regulatory control. 

Senator Magnuson. Is that classified by them as intercoastal rates 
or as offshore rates ¢ 

Mr. Lorpan. I t Ik the class of traflic between the United States 
and Alaska is classified as intercoastal or off-shore. 

Mr. Pennicrini. Off-shore. 

Senator Magnuson. Oj!-shore. 

Mr. Lorpan. Third, in Alaska the alternative method to such high- 
way services as are performed from ports of discharge in Alaska is 
performed by a governmental agency known as the Alaska Railroad. 


By a specific provision In the acts of Congress, this governmental 


agency prescribes its own tariffs and services and is not subject to the 
jurisdiction of any other agency, such as the Interstate Commerce 
Commission. »y recent changes In the tariffs published and filed by 
the Alaska Railroad, as recent a date as October 1, 1955, this govern 
mental agency has reduced its rates and charges upon its traffic to 


such a competitive rate with motor carriers providing purely an 


Alaska service, or motor carriers providing the highway portion of a 
‘combined maritime service that such carriers will ultimately be wiped 
out of existences 

Senator Scuo‘rpret. Now, that is because of the lowering of that 


] } ] }/ 


CINSS OT 1 . ou mentioned 

Mr. Lorpan. ft will have an exhibit in a moment that will explain 
that. 

{ would like to place in the record at this time, Senator, both the old 
an | the ne ul iif, the one wh ch became effective January 94, LOD, 
and now the one that supplemented it called tariff No. 5—-M, which 
became elfiective October lL, 1955. 

Senator Magnuson. Yes; we will put that in as an exhibit and have 
the record refer to it because it is lone. 

Mr. Lorpan. It ; TOO long’ to pul in the trar script. 


* 


Senator Magnuson. Yes. 
My. L, IRDAN i wou | like to plac e the exhibit in the recor i 
Senato1 MAGN SON, Yes And you 1 see that the amounts of 


the reauctions In rates that were made range from 29 to 77 cents. 
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and develop which would destroy the trucking industry. I quot: 
briefly from this statement. 


* * * the net result of the recommendations made in the report would amoun 
to no rate regulation at all. 

The Weeks’ committee report would have rates determined solely by the pres 
sure of cut-throat competition, not between equals, but actually would encourage 
the big and strong to swallow the small and weak. 

No truck line would long survive the superior economic and financial resources 
and wide diversity of traffic of a railroad competing with it, if that railroad 
was also armed with the right to cut rates at will until the independent truck 
line was wiped out. The Weeks’ committee report would so arm the railroads 

Having accomplished destruction of a competitor the railroad then could fall 
back on the maximum rate loopholes provided by the Weeks’ report and raise 
its rates and regain losses suffered during the successful rate war. 

The average motor carrier cannot long engage in or survive a rate war 
The nature of costs incurred by the average truck line is so constituted as to 
reduce the range within which the motor carriers can reduce rates to meet the 
kind of cut-throat rate wars the Weeks’ committee report would foster. 

Dog-eat-dog rate warfare where, not the fittest, but the most ruthless survive 
would unquestionably affect operating margins and place a pinch on wages 
matter of grave concern to the teamsters union. 

I would like to point out at this time another instance of this his- 
toric policy of the teamsters union with relation to pending legisla- 
tion before your committee. There is now pending before your com- 
mittee a bill, introduced by Senator Smathers, of F lorida, known as 
S. 898, which would widen and broaden the agricultural exemptions 
to the Interstate Commerce Act and permit a substantial portion of 
the agricultural cargo transported by truck in the United States to 
be exempt from regulation. In the union’s presentation to your 
committee earlier this summer on this subject, Mr. Einar Mohn, as- 
sistant to the president of the teamsters union, made the following 
statement of the union’s position. 

Our union favors reasonable regulation of the trucking industry in the public 
interest. Our experience prior to 1935 indicated that the economics of the 
industry is such that, in the absence of regulation, a sort of economic chaos 
reigns. When this committee was considering, in early 1935, the bill which 
became the Motor Carrier Act, a spokesman for our union appeared before you 
and his initiai statement was: “Organized labor in the trucking industry believes 
fundamentally that the industry should be regulated.” 

Because we continue to believe the industry should be regulated, we oppose 
S. 898. As Senator Wheeler who preceded me put it, the union believes the 
passage of S. 898 would be the substantial equivalent of repeal of the Motor 
Carrier Act. 

So much for the historic policy and uniform position of the team- 
sters union which is that there should be no portions of our commerce 
which operate outside of a uniform system of regulation, and that 
there should be noe — to this system. 

Let us examine briefly the competitive situation and regulation 
thereof as it relates to Alaska. Take the example of three shipments 
arriving at Alaska ports, such as Anchorage, Whittier, Seward, Val- 
dez, or Haines. Assume that one of these shipments moves to desti- 
nation via an Alaska licensed motor carrier. This carrier is not re- 
quired to have any certificate or permit from any regulatory agency 
either in the Territory or the United States and is free to charge 
whatever price he may himself determine. In other words, whatever 
the traffic will bear or may require. 
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The second shipment moves from the port of Whittier to the interior 
ff Alaska via the Alaska Railroad. This Government agency, a 

ibdivision of the Department of the Interior, is authorized and per- 
mitted by a specific act of Congress to establish and maintain such 
rates for its portion of the traflic, exclusive of marine transportation 

nvolved, exactly as the whim of its management and the dictates 
of its arrangeme nts with its ship ypers require. 

fake the third shipment. It is principally upon this class of traffic 


hat the members of the teamsters union are employed. As this 
traffic must be transported in part by either barge or steamship and 


rates on the movement are ‘acuuan ts quoted from point of origin in 

the United States to point of ultimate destination in interior Alaska, 
the rates for this type ot shipment are subject to the control and 
urisdiction of the United States Maritime Commission and cannot be 
hanged exce pt under their rules and regulations and, in no instance, 
sat less than 30 ds Lvs" notice. 

Che attendant confusion and discriminations between these three 
ompelitive agencies of transportation must be apparent. The wage 
chedules in Alaska are extremely high. This has been brought about 
n the main by the tremendous amount of Government construction 

the ‘Territory, principally in the way of military installations and 
the necessity of rec ruiting labor forces from the United States. That 
this is so is best illustrated by — fact that the Federal Government 

elf has an automatic incre: in its civil service scale for its own 
employees in Alaska, The carriers, employing les of the team- 
sters union, are necessarily required to pay uniformly higher wages 
uid any rate war or destructive competitive practice can only endanger 
the maintenance of this wage scale. 

What has transpired that brings this matter so forcibly to the 
ittention of the union?’ On October 1, 1955, the Alaska Railroad 
published and disclosed its new schedule for the transportation of 
freight from Pacific coast ports and stations in Alaska on the Alaska 
Railroad. I submit the old and new tariff to this committee for its 
examination and as a part of the record of the committee. 

Let us make one further clarifying statement. Because of the time 
element involved and the fact that the Alaska Railroad freight Is 
discharged at the Government dock in Whittier prior to unloading 
civilian freight which may be moved by truck at other docks from 
the water carrier involved, there is no substantial ¢ ompetition between 
the carriers involved to Anchorage. The first and substantial rate 
reduction proposed by the Alaska Railroad is in the category of 
freight known and covered by class rates. Effective October 1, 1955, 
the class rates from Whittier to Fairbanks were reduce d. These redue- 
tions amounted to a low of 39 cents to a high of 77 cents per hundred 
pounds according to the class. No such reductions of any kind were 
made in the class rates applicable to the traffic destined to Anchorage. 
Now the bulk of the freight which is moved by motor carrier falls into 
this category of class rates. 

Senator Scnorpren. Can I ask you this question ? 

Mr. Lorpan. Yes, sir. 

Senator Scnorrret. What was the difference in the volume of the 
overall tonnage in these areas ? 
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Mr. Lorpax. Well. T wouldn't know, but I would say that as far 
as «¢ivilian careo is concernend, there are far more people in the 
Anchorage area than there are in the Fairbanks area. 

Senator Scuorrren.. | would think so. 

Mr. Lorpax. Maybe some military consideration is involved in 


thisthing. 


So here Wwe ive a situation where the class rates were reduced 
upon the Alaska Railroad to ail points where that agency is In com 
netition with trucks. but no rec ‘tion was made where they are free 
of such competition. The trucks likewise have some traflic whicl 
move on con oUdity rates and, of course, move to the same competitive 
territory. The com \odity rates upon the particular traffic which has 
Dee} mndled in the main by members of this uniot have been drastl 
eally reduced. I submit for the consideration of the committee a two 


pave tabulation of these speeilie rates, setting forth im detail the rate 
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man said he had to pay 8 percent interest for the pure hase of equip 
ment. Well, ] am not a banker, but if I was I would inquire, and I am 
sure all bankers do, about what kind of permits he operates under, 
what his rates are, his competitive situation, whether his competitor: 
have of an exclusive contract with the Government to get their carg: 
handled on a preference basis, and what his wharfing rates are. 

I also suppose that if I were a banker I would inquire into his wags 
scale. I would find that that is higher than his competitor. I think 
I would find out that his competitor was operating from a Government 
owned dock, and 1 some instances usIng Government employees to 
handle that cargo, aie I would find that the man to whom I wanted 
to loan the money probably had to pay Alaska citizens as stevedores in 
order to handle the cargo. 

I suppose | would also find out that another branch of the competi 
tor’s agency controlled by the same Department of Interior controlled 
the highways on w hich this man Was supposed to operate these trucks 
which I would loan him the money to buy, upon which tomorrow they 
could either be closed or restricted for use without further notice ; I sup 
pose I would find out also if I were that banker that this competitor 
who is applying to me, that the compe titor of this man who is applying 
to me for this loan operates from ports where my man can’t get through 
a tunnel built by taxes upon the applicant, and upon which the com 
petitor doesn’t pay. I take it it is all clear that if I or any other banker 
loi il ied my de positors money, to that ap plic ant at either Sor4s percent 
he ought to have his head examined. 

Now, that is what we are up against with relation to this matter, 
Senator. 

We also further request the opportunity to submit an exhibit at a 
later hearing of your committee. We also ask permission to prepare 
and submit a detailed study of this competitive situation for your con- 
sideration with relation to your analysis of the Cabinet proposal. 

Senator Magnuson. You can submit that at any time. 

Mr. Lorpan. Thank you. 

Senator Magnuson. That is a very comprehensive statement, and 
I think points up some of the problems. 

Senator ScnuoerpreL. Mr. Lordan, let me ask you this: We have got 
this matter that is brought to a head, the matters that you have men- 
tioned here, and some of these other truckers, effective in October, this 
year. Now, has this same general situation continued over a period 
of the last 5 or 10 years in varying degrees ? 

Mr. Lorpan. I so understand, but it’s without any personal know]l- 
edge on my part, Senator. I only recently was familiar with it, and 
this matter was called to my attention with relation to the last rate 
reduction, but from such limited investigation as I have had, which 
obviously must have taken place since October 1 I do not know the 
details thereof. 

Senator ScnorppeL. I was just wondering whether in varying de- 
grees this same situation has occurred and reoccurred, say, over the 
last 5 or 10 years. 

Mr. Lorpanx. From what I understand there has been a running 
continual war which has gone on between the truck operators in 
Alaska and the railroad over a long period of time. There have been 
such provisions as winter rates and summer rates on the railroad. 
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(here have been a great many matters the history of which I didn’t 
vo and delve into in connection with the matter, but this has been a 
ong quarrel, and obviously it has come to a head recently. 

Senator ScuoerrenL. With this last drastic reduction in rates. 

Mir. Lorpan. Yes, sir. 

Senator ScHorrreL. Now, you point up one other thing that there 
arries some degree of alarm and interest to those of us who are in the 
National Congress, that is a recent Cabinet report. 

Mr. Lorpan. That is right. 

Senator SCHOEPPEL. I note vour analysis and your conclusion is 
if that report is implemented or permitted of implementation 
hat it would permit the railroads or that class of carriers involved in 

iat report to catch as catch can and do almost as it pleases free from 

jurisdiction of the position heretofore taken by the Interstate 
Commerce Commission. 
Mr. Lorpan. It would remove, in our opini ion, any ellective rate 


+} 


lla 


ntrol by the Interstate Commerce Cominission over a level of rates 
which would be between an ill-defined floor of out-of-pocket costs of 
rail carriers involved, and a discriminatory rate which would be 
it the upper level, and within those two areas, in our opinion, the rail 
ates would have the right to flow freely up and down as the dictates 
f the competitive interests decided to operate in that particular field. 
lor my own belief in connection with the matter, I, having had 
xperience that I have had in transportation, I just perhaps am over- 
autious in this regard, but I just recoil when I think of an area of 
ransportation that is not subject to the same rules and regulations 
f any other type of transportation. 

I think we have had nothing but trouble in this country. We cer- 
tainly nave had nothing but trouble in the State of Washington when 
we have had areas of commerce which have proceeded to operate with- 
out regulation, which has been uniform upon a competitive branch of 
transportation. 

Senator Magnuson. Delegate Bartlett ? 

Delegate Bartierr. No questions, thank vou. 

Senator MaGnuson. Thank you, Mr. Lordan. 

Now, we will hear from Mr. Larry Moore. Mr. Moore represents the 
\ssociation of General Contractors in Alaska, I understand. 

Mr. Moore. Yes, sir. That is correct. 

Senator Magnuson. We will be glad to hear from you. 


STATEMENT OF LARRY MOORE, REPRESENTING ALASKA CHAPTER. 
ASSOCIATED GENERAL CONTRACTORS 


Mr. Moorr. Mr. Chairman, I have so many documents on the sub 
ject of Government competition with the construction industry that 
I hesitate to present them now for fear that the Secretary will be 
_ k with excess baggage going back to Washington, but I intend to 
be back there myself to pay our Delegate a little —_ later this year, 

after Congress reconvenes, in conjunction with a Joint C ommittee of 
Management and Labor, which you may recall having helped us in 
1953 on this same problem. 

My name is Larry Moore, and I represent the Alaska chapter of 
the Associated General Contractors. That is a trade association con- 
sisting of approximately 100 contractors more or less depending upon 
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some re lie f the re. It has hap pened in Various aoencies, | don't Say it 
s military exclusively. I mention the military at this time to point 
mit that it has improved some in the Army. 

Senator Scnorpren. Might Task you there, have vou found Charli 
Wilson for the first time changing that phase of the military, in othe: 
vords, ap yparently Charlie Wilson has recognized that there is a 
villian series of agene ies who, on a competitive bid, can Yet out and vet 

is thine done / 

Mr. Moore. That is correct, 

Senator Scuorrpen. And that has been the first time, they tell me, 

about 15 or 20 years, some of my contractors In my State, and some 
yf my peop ple in ny State, have told me that th ey were agret ably and 

easantly and liter: ly amazed, but that Charlie Wilson got that job 
aa up there. 

Mr. Moore. Phat : correct, sir: there has been a re mark ible 
rovement, And as say, 10 Is just since the last legislature That a 
ew directive has - issued by the Department of Defense. But as 
vou can well recog Ize, atter it oets dow th through Clrahhie Is ana nas 

way up here, and I will have to say something in defense of the 


ilitary, too, in this regard, there may be a change of command, and 
iere a ‘e always certain thine’s that have to be done at that time Lnd 
mi ber a little while for the UhnIOnS Or iy self, and we have very fre 
iently put the boxing gloves away and get together with need to 
ce olf on a body else who threatens our own existence. And we 
»out and we challenge them from the top side, 

We bay Yeb a receptive hearmg and Ii ayvbe a pleasant Interview 
it what we want to do is to do the work. And we sometimes have 

Lo ba ‘kk to Washington, or gel Bob on the phone to gveta little action 
n it 

[t has improved some in the Army, and [ do again want to comp 
ent General ( ‘ollins, | say we have a long Way to £o with the Air 
l’orce and also ime® Navy. W e have to take them on ina different wat 
Chey are getting a little ambitious, too. 

So that will alan for the moment as far as the Armed Forces are 
oncerned. And I would like to mention something about the other 
encies of Government—that would be the De partment of Interior. 

Senator MI \GNUS LN « Would this committee be helpful, and | think 

would like to be helpful in this matter, if we would do everything 
‘could to aid Charley Wilson to see that his directive does get down 

the ultimate end of the channels? 

Mr. Moore. I think this committee could be very he Ipful in that 

pect. 

senator M AGNUSON. As vou say, ] have rone through this for veat 
You can’t watch everything. And it is usually, I find, gets down to 

hange in personnel, a change in tour of duty. 

Mr. Moorr. That is right. 

Senator Magnuson. Then you have to start all over again 

Mr. Moore. It isn’t all intentional and complete disregard for di 
‘tives. I have served in the Armed Forces, and I know how those 
hings happen. I make certain excuses for those things. But I say 
vhen we find these things and eall them to the attention of the office: 
ut there we expect some action on it, and we don’t always like to go 
to Washington and come and see you or Mr. Jackson, or somebody else 
ind knock on the door and get the Pentagon, and get tables as big as 
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‘ 
this and sit around for a powwow. We would like to have an unde: 
standing. If the directive is brought to the attention ot the propel 
authorities as still in effect, let us do something here at the lower level 

Senator Magnuson. We would like to do that; it would save us sony 
time. 

Mr. Moorr. Let’s get together on that. 

Senator Magnuson. About once a month I have to put my hat o1 
and go down to the Pentagon because something hap nt to the 
Puget Sound Navy Yard that shouldn’t happen. 

Mr. Moore. You are familiar with the situation; there is no ques 
tion about that. 

Senator Magnuson. Oh, yes. 

Senator Scuorpret. The Senator is no doubt familiar with the ol 
( Xpressiol That hie >TO be utilized. “Walking it through.” 

Mr. Moorr. That is right, and that is the right way to get things 
done ina hurry. 

I am going to be slightly critical, and then a little bit maybe less 
critical of one of the agencies here, Fish and Wildlife. I have re 
cently had occasion to do a little business with them. 

[ would like to say at the start that, Bob, if you can ever get thos 
people some money, I would be glad to help. I think they are doing 
a wonderful job, and if they cheat on the construction industry it 
is because they don’t have e mnough mone y to do it the right way. 

Senator Magnuson. I want the record to be clear, are you com 
mending the Fish and Wildlife Service on their construction ? 

Mr. Moore. Not on their construction; no, no; let’s get that clea 
in the record, on everything but construction. 

Senator Scuorpre.. Let me ask one other thing, and we are here 
Members of the Senate, and overall Members of Congress. On Fish 
and Wildlife did the Congress give them what the Budget Depart 
ment approved this last session ? 

Delegate Barrierr. Yes. 

Senator Magnuson. Yes; for Alaska we did. 

Mr. Moore. Well, then, that may give me further cause to talk to 
the Director of the Fish and Wildlife, who says he can’t afford to do 
these things by contract. 

Senator Magnuson. This is off the record. 

( Discussion off the record. ) 

Mr. Moore. I will make this statement, and I challenge any agency 
of Government that happens to be represented in this place today to 
vere to me that they can do the same jobs under all things cheaper 

r better than private construction; that is a standing challenge. 

Now, here recently they built a couple of homes—— 

Se nator Maanuson. Does that include MSTS? 

Mr. Moore. That includes anybody. 

And they had a little paltry $70,000, so they started to build thes 
two residences, one down at Kenai and down at Taku. You are 
familiar enough, I am sure, with that, to know that there is a differ- 
ence in locations, there is a difference in cost. Well, it was brought 
to my attention because they were trying to cop a couple of carpenters 
off of one of our jobs, and probably ‘saved us tr ansportation. So 
when I started checking with Fish and Wildlife they said they didn’t 
have enough money to put it up for bid. I said, “How do you know 
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you didn’t have enough if you didn’t put it up for bid?” “Well,” they 
iid, “We asked for a job at Dillingham last year.” “Well, you don’t 
ike the same regulation on salmon in Dillingham as you do in Cor 

lova, things are different all the way around. I would like to have 
breakdown.” . 


Then we get into this utterly fantastic Government accounting. 11 


here isn’t some political stuff in there, they hand me a little break 
lown and they show me about 5 or 6 items. I am nosey, so I ask 
ere are all these other things. “Can you show me a Copy of 

ll of lading?” “This material was brought up from the outside. 

me cases prefabricated.” Well, I got the answer that, “Well, that 
lidn’t cost us anything; that Came Up on a Gsovernment vessel.” You 

tlemen know better than I, better than anybody, that those vessels 
ont run for nothing, they cost money. So I said, “Will vou eive ni 
breakdown on the cost of this material, some kind of a ouess ” Well, 
itt couldn't be done. So we disregard the transportation cost Which 

e private eontractor, ot Course, would have to pay. Wi just throw 

t out. That doesn’t mean anything because that comes up With a 
frovernment vessel. So I asked for a brenkdown on their unemploy 
ent compensation costs, and as you gentlemen know, eflective Janu 

L of this year, all Federal employees were put under the Federal 
Unemployment Compensation Act. Well, they don’t pay for that 
ther. Well, that money is appropriated, as you also know, by the 
Department of Labor, and they pick up the tab, so they don’t have 

iv expense there. This applies to the other Federal agencies as well. 

I said, “What about your workmen’s compensation? Now on out 

ll that runs anywheres from 5 to 15 percent of the payroll, work 

en’s compensation.” They don’t have any workmen’s compensation, 
the Federal Bureau of Compensation pays for that, 

Well, under that method of accounting they could build everything 

\laska free for nothing, and we are supposed to sit back and com 
ete with that kind of accounting. And I can assure you that if the 
ntractors ever did that kind of an accounting they would all wind 
pin jail. The Internal Revenue people would be after them because 
t is fictitious; it just isn’t factual. 

I have that same problem with the Alaska Road Commission. And 
is you have heard the Delegate say, we have got what, less than $7 
million this year to build roads. 

Senator ScnorrreL, Let me ask you about that. It seems to me, 
Senator Magnuson, that I remember in running down that figure, I 
think it was Congress that cut that Budget Bureau estimate down: I 
think the Budget sent out the recommendation, or approved several 
millions of dollars more than we actually appropriated to this Alaska 
situation. Am I correct on that ? 

Delegate Barrierr. That is true. The Congress cut the appropria 
tion request not only for the Alaska Road Commission, but for the 
Alaska publie works. 

Senator Magnuson. Public works. 

Delegate Bartrierr. Yes. 

Senator Scuorrret. A good many millions of dollars. 

Mr. Moore. That is correct. 

Senator Scnorrret. So maybe you ought to do some firing on us. 

Mr. Moore. Well, as a matter of fact, we were back there doing a 
ittle firing, the bad part about that was that somebody in the gallery 
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started firing at the same time, and we all had to get out of there. Yo 
remember that situation 

Senator ScHo“rpreL. | remember that situation. | Laughter. | 

Senator Magnuson. Are we protected here in this room 4 

Delegate Barr err. We have no workmen's compensation. 

Mir. Moore. Well, I don’t want to deny the next witness a chance t 
e heard. IL propose to come back later on with our Joint Committes 
of Labor and Management and take a little more time, but | want t 
skip over these things briefly. 

You will recall that we appealed to the Congress a few years ag 
to earmark the fund of the Alaska Road Commission so that only : 
certain percentage of those funds could be used for What Was called 


piaintenanece, do you remenibel that f That Was hecessary because 1 


paraphrase the title of a long song, a road by any other name is stil 
i road. We find maimtenance here vets into new roads, | have nevel 
seen any time where that highway Into Mcitinley Park Was called a 
far road, or a primary road, or maimtenance, but there is one w 
there. 

We s iV that that is ow job, put it up for bid. If we cant do 
cheaper and better we have no right to stay in business. 

We find right out here at the edge of town this summer all kinds of 

It. Chey call them farm roads. There is not a gwooseberry 


within LO m le sorthe place. | Say, if we are voing to have a directive 


und, incidentally, we went back at the time I speak of and had a di 
re rive from The Department oT Interior On Whit would constitute 
colinpet tion, and so forth. 


We had a commission come up from the State of ¢ yvegony that made 


lit was noth r task force ind they made recommendations, But we 


were completely happy with those recommendations: we thought they 
were hmne But w hat vood are they if you try to read something els 
nto thre ! 

So We say f they VW ll live with the directive we have no complain ; 
We don't expect to go up to offer and build a mile and a half road, a 
nH lea da hald lo x, be Al »-We are not set un to do that. If there is 
L maintenance crew up there, and it is strictly maintenance, fine, let 
them live a4 if i » With us been =. we have no right to expect tha 
type of work: it would cost too much money. But we sav that wher 
you are sitting here with $35 million invested in equipment and know- 


how, and the foree of available 15.000 people in the Territory ol 
Alaska that are all qualified craftsmen, that we are prepared to doa 
iob and we Wott keto doa iob to liquidate or amortize some of this 
> percent money that you have heard about he re going into this eauip 


ment: but we can't do it if we ire going to have to compete with every 


Government agency that is no fictitious figures by which we have 
to make ( pari 1 

If tl ey W 1] pout down all of the charges actually hidden and other 
wise, including certain administrative expenses when they go back 


| forth to Washington, and those $40 phone calls, and all that, and 
add up some of the costs we have to assume, and then let us bid agains 
them, and if we can't do it better, cheaper, faster, we will get out of 
business. That will be the time for the Government to take over. 

But we still say that we ean do it. We would like to have that 
chance. And, incidentally, since there has been some remark or two 
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ide here this morning about the paving of Whi Tunnels tha 

iv be lust facetious, but if that ever eae to come = eu like to 
e the first to make applictaion to have it put up for bid so the private 
ontractors can do it. 

Now, | have nothing more to s LN here. If you have a question o1 
votoask, I will try to answer. 

nator Magnuson. Do you have any iis ital Schoeppel / 

Senator SCHOEPPEL. No question s, than! vou, 

senator MaGcnuson. No questiol } . Mr. Moore. Deli eate Bartlett ? 

Delegate BARTLETT. Nacomehiona, 

Sel ator Magnuson, Thank you for your dissertation, and I presume 
ve will be seeing vou soon, 

Mir. Moorr. You Can make it a litth stronger than that 

senator MAGNUSON. Colonel Lentz. it Is a quarter of 1?. but f ve 
me next, we have just a couple of questions we wanted to ask you, 

vont tuke us so long. ; 

Deleouate Barvieerr. Mr. Chairman. Piety I Say here that Mr. Rn. EF 
\I Farland repre enting the A I, ot is. trades OVreahizations Was 


heduled as the next witness. Mr. MeFarland was required unex 


( tedly fo Lo tO Kodiak and asked me to express his re 
sehnato? M AGNUSON, \nd then we w il] keep the record open 1 
Wishes to put a statement in. 

Delegate Barrierr. Fine. Tlowever, he did say that Mr. Owe) 
ide substantially the same statement that he hoped to make. 

Senator Magnuson. Again I will announce that any of you who 


orets. 


tke oral statements and who wish to make any corrections as l 
rures or thines of that hature, we will be glad to keep the record ope 
for thet as Anything else that anybody wants to direct to 
the Interstat 1 Foreion Commerce Committee of the United State 
Senate W ith) cai and the record will be looked over SO lt W | 


en eood ade. 
Colonel Lentz, what we wanted to inquire al 


ouisthe port of Whittier. 


You are in charge of that 7 


out very briefly from 


STATEMENT OF COL. BENJAMIN LENTZ, TRANSPORTATION OFFICER, 
UNITED STATES ARMY, FORT RICHARDSON 


Colonel Lenrz. | am Colonel Benjamin A, Lentz. United States 
\rmy Transportation Corps. lam assioned to United = tengge \rmy, 
\laska (USARAL) as the transportation oflicer. In this capacity, 
| function as the traffic manager for the Army 1n Alaska and have 
taff supervision over all military land transportation in the Territory. 


Senator Magnuson. What we want is some information about the 
rt of Whittier. I believe you answered niy first question on the 
Villan use of the port t © the effect that your present policy Is not 
touse the port for any private shipping. 
Col mel LENTZ ‘ Yes, sir 
Senator Magnuson. But that it could be u ' by a military directive 
hn cases where the military felt that private s hip Di ne shou lk 1 come in 
there for military projects, or other things of that nature ? 
Colonel Lentz. Yes, sir. 
Senator Magnuson. And that in the past on some occasions it has 


been so used ( 
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Coronet Lentz. Yes, sir. 

Senator Macnuson. Yes; is that still the policy ? 

Colonel Lentz. That is the present policy ; yes, sir. 

Senator Magnuson. Has there been any change suggested at all 
that policy ¢ 

Colonel Lenrz. Yes, sir; as early as last week, I believe, about 10 
days ago, we received a wire from Washington stating that, I believe 
it isthe Appropriations Committee had directed that the port of Whit 
tier be open to civilian stevedore labor, and that the Department of 
Army was entering a reclaim on that directive and that they would 
be advised later as to what was cong to take pl ce, 

Senator Magnuson. Well, that means then in military parlance 
that tl ev are going to take a look at it / 

Colonel Lenrz. Yes, sir: I imagine that the people in Washington 


who establish these policies are considering all angles of it now, 
Senator Magnuson. Yes. We often put in the report on appro 
priations some directives, and some suggestions which most depart- 


ments of the Government take a pretty good look at. And to date 
you have no definite word as to when there may be some decision 
made on that ? 

Colonel Lenrz. No,sir: I have not. 

Senator MaGnuson. But it is in the mill, so to speak ¢ 

Colonel Lenrz. Yes,sir: Lam sure it is. 

Senator Magnuson. Yes. We would like to have for the record 
some of the tonnage statistics which you can get, if you don’t have 
them with you, showing separately the tonnage moving in MSTS and 
in private carriers. 

Colonel Lenrz. Yes, sir; in anticipation of your question in that 
regard, I have asked my people to prepare, or to dig out those figures, 
and I will send them out to vou, to the committee. 

Senator Magnuson. I might say the reason, of course, that we want 
these figures is that this committee does have the problem and juris- 
diction over all MSTS movements as they relate to the private mer- 

chant marine. They are always of vital interest to us, and in particu- 
lar here in the port of Whittier. 

Also statistics, if you have them, if you haven't got them you can get 
them probably, on Aa my dependents and civihan employees moving. 

Colonel Lentz. Yes, sir. 

Senator Magnuson. And could the statistics go as far back as fiscal 
1952-55 7 

Colonel Lenz. I think I could get them back that far; yes. 

Senator Macnuson. The cargo, too. 

Colonel Lenz. I will get you the whole deal. 

Senator Magnuson. How many automobiles are you moving up 
here ? 

Colonel Lentz. Quite a number, Senator. 

Senator Magnuson. How many are you moving back ? 

olonel Lentz. Quite a number, also. 

Senator Macnuson. Quite a number, also ? 

Colonel Lenrz. Yes, sir; in anticipation of that question I got some 
answers on that for you. 

Senator Magnuson. Good, we would like those in the report. 

Colonel Lentz. For the record, there are a considerable number. 
Upward of over half of the vehicles that come up go back. I mean 
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that that we are not flooding the market here with used cars, as far 
-] know. 
Senator Magnuson. No. How many of them? I suppose the 
alers here would know that. 
Colonel Lentz. Yes, sir. 
Senator Magnuson. How many of them move by commercial ship- 
ne as against MSTS. You would have those figures; wouldn't you? 
Colonel Lentz. Yes, sir: I would have. I would hesitate to guess. 
Senator Maanuson. Do you know generally, would it be half and 
alf.or allon MSTS ? 
Colonel Lenrz. All military personnel who are authorized to, or 
ioned here or who are authorized to bring their car with them have 


their cars come on MSTS under the space available directive. 


Senator ScHoerre.. ‘That is on space available basis ? 


olonel Lentz. Yes, sir; strictly on a space available basis. And 
‘that reason we at one time this year developed a backlog of some 
ears. Weare normally only moving 30 or 40 vehicles at a time, and 


screatesa sae lem within our own areas. 

Senator Magnuson. Well, could the private shipper take them 

Colonel Lentz. I believe they coul Is sir. And we, ona aan of 

asions, requested Washington for sae wate to send POV’s on 

vate, by private bottoms. 

Senator Magnuson. We did have a hearing just before we quit in 

‘ich the general, the head of transportation 

Colonel Lenrz. That is General Yount. 

Senator Maenuson. General Yount and assistant secretaries were 

We discussed this whole problem. We had a bill we were about 
pass requiring more to go on private shipping. It involved Europe 
ore than it did here. 

Colonel Lentz. Yes, sir. 

Senator Magnuson. But they requested, as I recall it, some time in 

hich they might be able to work out something. Frank, is that right? 

Mr. Pevvecrint. That is right. 

Senator Macnuson. We were 1 that they would have gotten 

to us before Congress adjourned, but they did not; and I suspect 

ou will have something coming down on that shortly, too. 
Colonel Lentz. Yes, sir. 

i might say as a matter of interest because of the subject matter of 
this committee that on several occasions this summer we asked for 
permission to return retrograde cargo, which is moved southbound, 

hat there is of it, by commercial bottoms because of the congestion 
n the schedules and the condition at the port of Whittier right now 
which is under construction, as you know. 

Senator Magnuson. Let me ask you this question, I don’t want to 

ind you to it because I know it would be just a general answer and 
your own opinion, but you have had great experience in this trans- 
portation. What effect do you think MSTS is having on the possiblity 
of more competition in Al: aska shipping? In other words, would the 
tonnage that is now moving in MSTS of automobiles and the like 
some incentive for commercial shipping to come in here if that 
tonnage were available to them, or even stimulate the present carrier ? 

Colonel Lentz. It might stimulate the present carrier. And] 

ould like to repeat again that this is personal. 

Senator Magnuson. I understand this is your personal opinion. 
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Colonel Lenrz. It might stimulate the present carrier—the busi 
ness on the part of the commercial carriers, if they could get certan 
types of cargo like the vehicles for example, which we are directe 
by regulatiol to send by MSTS, or there 1s sue he argo as destined te 
certain ports outside of the two main ports that are ope rated here } 
Alaska. 

Senator M AGN USON,. Yes. 

Colonel Lenrz. From a quick look at this thing it doesn't appear 
that percentagewise the overall tonnage that 1s moved into the Te) 
ritory by MSTS. the way it is divided up, would be appreciable. | 
have heard if sald by some commercial carriers that MSTS in thie 
Territory is one of their good customers. So, I don’t have all the 
firures on it, of course, but I believe to sum it up that it would stim 
ulate the present carriers who operate up here on a regular basis. 

Senate r Magnuson. But you don’t think that the tonnage that 
avallable toa private carrier would stimulate another carrier or othe 
carriers to come to the field / 

Colonel Lenrz. No.sir. No,sir. I don’t think so. I don’t believe so 

Senator Magnuson. Roughly, what is the total percentage of MSTS., 
I mean the percentage of MSTS eargo as avgalhst the total tonnace 


coming in ¢ 


Colonel [1 NTZ. \ i\ | (y] eyou a breakdown here ; 
Senator Magnuson. Yes. 
olonel Lenz. And this again is ina general way. 
Senator Magnuson. Yes. I understand that. 
Colone! La v7z. The total tonnage that is offered to MSTS, | unde 
le | {1 ally 50-50. That is, DO percent ot it will he otferec 
right out to the commercial carriers: the balance of the 50 percent 
will be hat dled by MSTS. Then MSTS, Oh a space charter basis. 
offers about two-thirds of the MSTS 50 percent to the commercia 
earriers, lea Ing about one-third to be carried on MSTS owned bot 
toms such as troopships, Vietorys, or other auxiliary craft. 
Senator Magnuson. Yes. 
olonel Lenrz. So by that hasty examination of the thing it occurs 
to me that about one “sP of the total amount would be 
Senator Magnuson. Will be taken out of the private competition 
olonel [.eN rz. Ont h private competition, ves, sir. 
Senator Magnuson. That is what lam talking about. 
Colonel Li NTZ. Yes, Si] , 


Senator Magnuson ‘That is true as to tonnage, I mean, bulk cargo 
/ 


stand. is diy i¢ 


and tonnage 
Colonel La NTZ. Yes, sr, 
Senator Magnuson. And general cargo / 
olone | La NTZ. Yes, sir, 
Senator Magnuson. And general cargo / 
Colonel Lenrz. Yes, sir. 
Senator Magnuson. Now, what is the situation on passengers ¢ 
Colonel Lentz. On passe ngers, of course, there is presently no ser\ 
» Alaska by a commercial water carrier, and those passengers who 
do come in on MSTS, such as depe aaa contract civil service em- 
ployees of the Army Ol Air Foree, come up on troopships as space is 
available or on a space-required basis if they are on orders. 
Senator Magnuson. Yes. But what if those passengers would take 
commercial lines? Then would you think generally, and I am not 


> 
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SI pinning you down as to official opinion, in your own experience that 
that would allow the passenger business to continue here 12 months a 
(> ear ? 

li (Colonel Lenz. 1 doubt it, sir. 

Senator MaGgnuson. You don’t think they can make it even with 


| those passengers ¢ 
Colonel Lenrz. May I say it this way, I have been here 15 months. 
a Senator Magnuson. Yes. 
Colonel Lenrz. And during the time that I have been here th 
natter came up one time when we had a terrific backlog. About 
Ie ery 2 years under the present assignment cycle, there is a terril 


‘ 


vdus and reassignment. At one time we had a considerable num 
| er ot spaces for people who wanted to get into the theater, and 
e offered this number of people to the commercial water carriers. 


lift conflicted with the tourist season and they. the commercial 


¢ riers, couldnt take them. The number of people that come up here 
| ie off senson vou could put 1 In your eye. 

x Senator MaGnuson. You don't rotate the Army according to sea 

~ } ) . 

" ~ao0 VOU g 

Aa (Colonel La NI. INOW SIP: but it ust hap ype ned that in the past 
Senator Magnuson, It just happens that way / 
(‘olonel LEN'Tz. Yes, sir. NO. we don’t do that. 


nator MAGNUSON. a dedongcng- your ob is to ti sport 
ad not to assign them, 
Colonel Lenrz. Yes, su 
“\ itor Magnuson. But I think once ina While seasons play ad nice 


“A rt in transfers. Tf L was in the military I would try and get trans- 
it red in the rieht senso: it might accompli 1} something. But well, 
IS, ould vou care to venture an opinion what we are going to do up 
a ere about vetting passenger tratlie back ¢ I mean, Vour personal 
rt pinion 4 


Colonel Lenivz. Sir, may LT answer that—just delay the answer to 
while ] make another statement that Thad written here / 


I's Senator Maanuson. Yes. 
Colonel Lenrz. I wanted to say that following up what Mr. Moore 
- ud, that I believe our Army relationships nnd be asp 


th the commercial transportation people in the Anchorage area have 
en extremely cordial, My door has always been open to them. 
hey get in and lay their problems on my table. Many times I feel 
20 they are serious enough to take to Washington. A lot of times I can 
)somet hing about them within the limits of my own capabilities here. 

\s a result of this rel ationship, the extreme ‘ly good relations hip that 

| feel with the transportation people, commercial transportation 

ople, 1 feel that I could venture an answer that they would like to 

ive civilian transportation by commercial means, water transporta 
nm back in Alaska. I think that it generally helps the economy of 
Territory and provides another means of transportation in here 


: it doesn’t, of course, exist. 

- Now, from that relationship with them, I pick up the feeling that 

. ha thing, such another —¥ of transportation would be desirable. 

- Senator Magnuson. Well, I don’t think there is any question about 
eir feeling about that, but we have got the practical problem of 

: ether moving passengers on MSTS is taking away passengers that 

7 ld be such tonnage as to keep this service going 12 months a year. 








11S ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


Of course, the seasons make a difference in the revenue. But if th 
is the answer, if that would do it, and we have had some testimony t 
the effect that if, particularly, dependents would use private shippin; 
that might be the difference that would allow any company, whether 


ill 


be Alask 1 Steam or someone else, Ol both, to be ab le to mi ike it dur 1] 


the winter months. ‘I hey mioht have ome losses, but the losses woul 
be reduced to the extent that they could continue this service. 
Colonel Lenvz. Of course, that again is a policy matter. 


Senator MaGnuson. Yes, that is a ee matter which would 
have to be decided: you wouldn't have to n nake the final decision on j 

There, of course, there may be some waiting in some cases. And the 
we have even got down to the pol nt where some of the tr ansports i101 
officers say they don't like the cabins in some of the private vessel; 
They like MSTS better. 

Colonel Lentz. I haven't heard that. 

Senator Magnuson. But this is a serious situation for Alaska. Th 
is a serious matter when a great Territory like this with an increasing 
population finds they can’t get here except by air. And, I suppos 
it was a serious matter for the militar y, too. 

Colonel Lentz. It is that. 

Senator Magnuson. I don’t know just what we can do about it, but | 
have reached the point where I would even suggest a subsidy of some 
kind to see that water service is available. It is going to become mor: 
serious. We are trying to take MSTS gr adually | out of business. We 
appreciate you need them in certain places but it is our goal to shift 
over to keep alive our private merchant marine, whether it be Alaska 
or anywhere else in the world. But here it has had a serious effect. 

There is no place in the world comparable to Alaska where there is 
no passenger service available by water. 1 know that your feeling 1) 
the matter as an individual—I think you would like to see it back here, 
too. 

Colonel Lentz. I would, yes. 

Senator Magnuson. And you would do everything you can withi: 
your jurisdiction to do that. I think Alaskans should know that some- 
times they jump on you when you are doing your job of transporting 
people. But I think it is a serious matter. 

Colonel Lentz. Senator, may I say something else ? 

Senator Macnuson. Yes. 

Colonel Lentz. As far as our relationships are concerned, I think 
these are items that the committee would like to know about inasmuc!l 
as they were mentioned while I was sitting here, and I would like to 
take a second to s: ay these things. 

Senator Macnuson. Yes. 

Colonel Lentz. Mr. Burke mentioned the transportation meeting 
which is to be held, I think, the latter part of this month in my office. 
This has been a periodic meeting called by the transportation office: 
in order to explore our transportation problems, our mutual trans 
porti ition problems, with the idea being that through such a relation 
ship we can and do, by my experience, develop a better relationshi] 
with ail other 

I thought it might be interesting for you to know that this is a peri 
odic thing that comes up every 6 months. Mr. Weaver mentioned 
he was from Valdez, that he has not. been cut in on any governmenta 
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isiness, and I would like to eall the attention of the committee to 
ie fact that Mr. Weaver lives and carries on his business in Valdez, 
nd the only Government business that gO0eS through there. to n \ 
nowledge, at least that part that I have anything to do with is on 
through bill of lading arrangement where it is picked up in the 
States and delivered to Fairbanks, or some other place along the line 
thout benefit of military vetting into it at all. 


On seve ral oceasions since I have been here the » have been tim 

| we have put out for bids the movement of certain he: VV equip- 
it which is not in the line with our daily everyday work, and 
those people that were in an area where the supplies and materia! 


1 l 


vere that had to be moved to another place were the ones that wer 
licited for bids in this matter. 

Now, L just thought that I would like to say that for your informa 
on in order to attempt to establish the relationship, good relation- 
\ip that we have had with these people. 

Senator Magnuson. One more question. Do you know of any 
policy that is either being formulated or has been formulated by the 
ise of Whittier by, say, a new trainship operation ? 

Colonel Lenz. Only what you have already discussed here, and 
| cannot add to that in any way. 

Senator Magnuson. I believe the people of Alaska ought to know 
vhat the situation is on that, that this is in the mill, and that we 
ope we can work it out. 

Colonel Lenrz. The Wyer report was mentioned here was some- 
thing that General Yount as the Chief of Transportation had worked 
ut. 

Senator Magnuson. Yes. 

Colonel Lenz. This report was released, and apparently has been 
tudied by the people around. There is a lot of meat in it. Of course, 
there is a lot of controversy in it, too. We know only what you 
chow, SIP. 

Senator Magnuson. Let me ask you one question, and this is a 
ttle bit local. Do you think you have rn ite transportation for 
e military to get into town here from the base, or is that a problem 
for you? 

Colonel Lenrz. It is in the sense—this is something outside of 
he > 
Senator Magnuson. Yes, I understand. 

Colonel Lenz. Outside of my office. Inasmuch as the post trans 
portation officer usually worries about that function, but I have no 

ced that there has been a lot of difficulty in the boys getting in 
hat 10 miles from the post in here. 

Senator Magnuson. Thank you, Colonel. I have no other ques 
tions. 

Senator Scnorrren. No questions, thank you. 

Delegate Barrierr. How is the container system for moving furni 
ure working out ? 

CoLtoneL Lentz. It is working very well. As a matter of fact, the 
ontainer system from Alaska south, that is the only way, of course, 
that we go. North I don’t know what has happened, but I know that 
vhen I moved up by container van it was an extremely good move 

vith a minimum of breakage, practically none, and I believe less 
expensive to the Government as a result of that container. 
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Delegate Bartterr. We were startled when you said you had a wire 
from Washington concerning this 10 days ago, concerning this House 
\ppropriations Committee directive 1n relation to W hittier. Was 
that the first that you had heard about it 4 

Colonel Lenrz. Except what I read in the papers, Delegate. 

_ De legate BarrLerr. You mean that was about August 1 and they 

dn’t noti fy you ul til about October 1 4 

Colonel Lenz. Well, I said 10 days ago. ‘The way my business 
been going as far as tr: unsportation Is concerned, one d: vy runs into an- 


has 


other around here. 

Delegate Barrierr. I wouldn't hold you to the LO days, but at least ¢ 
Colonel Lenrz. It was a long wlule after. It was a considerable 
me after. I think I read about it the first time on the Ist of August 
nthe hewspaper. 

Delegate BARTLI rr. | hey didn't ove you too much time ofheially 
to mal ce your recommendations. 

Colonel, yesterday a withess testified, if [ recall correctly, that the 
tevedoring costs at Whittier that you paid were something like $2U 
LU Ton as Opposed to a civilian cost ot around Sd. Would you care to 
omment on that 4 

Colonel Lenrz. Well, sir, Lam sorry [ cannot give you these figures 
now. I wasn’t aware, of course, what was expected of me, and I didn't 
get any costs ~ but I ean vet them for you. 

Ilowever, as 1 walked out of the office this morning, I asked one 
question of my people. ‘That one question Was In connection with 

doring costs, bes I have no « ‘oOIMparison so far as civilian costs are 
concerned, 

Senator Macnuson. I think we would like to have those wharfage 
costs. 

Colonel Lenrz. Yes, sir 

Senator Magnuson. And as best vou can, give them to us because 
ley are quite important in the use of these ports, or the different uses 
of these ports. 

Colonel Lenrz. May I say just one other thing which I don’t want to 
forget ¢ 

Senator MaGnuson. Yes. 

Colonel Lentz. Yesterday Senator Owen made a comment to the 
effect that motorship U/son took 21 days to discharge. I was con 
cerned with that because as long as I have been up here the maximum 
rate of discharge at the port of Whittier has only been 5 days. So I 


went back last night. Lasked them. The | joys in the office had to dig 
out the ; poner sot m connection with the O/son, that I was ques 
tioned about. T son was sent to Whittier about 214 months to 


90 days after the W hittier fire, and at a time when the place was in 
great confusion, It laid at Whittier for 8 days until they could figure 
ut what they were going to do with it, at which time they diverted 
Anchorage for discharge. It took 6 days there, according to the 
record, which I will give you later on in connection with that. 
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| would also like to take another minute and tell vou that 
Senator Magnuson. Well, anyway that appears to be an unusual 
Colonel Lenrz. Yes, sir; that is an unusual case. No connection 
th our civilianization directives, and | vel them regularly from 
\Vashington. They get into my office and we do put them in effect 
In our capabilities. We have ety llianized completely the port of 
ttier. We at one time had 6 officers and 88 men directly after the 
that were thrown in for eme rgency, they have been pu led out, and 
have a contract with the Rothschild Stevedoring Co. to do that 


rh. 


senator Magnuson. I will ask you a question. How do you let 
se contracts / , 
Colonel Lentz. By bid, sir. 
Senator Magnuson. By open bids / 
(‘olonel Lenz. Yes, sir. 
Senator Magnuson. And advertised / 
Colonel Lentz. Advertised in the proper fashion prescribed by the 
lations in connection with purchasing and contracting. 
lhe same thing existed at the port of Anchorage where we reduced 
ficers and 54 men and completely civilianized that operation. 
Lt. Col. Harry R. Busn. May I correct your statement 4 You said, 
Whittier; you meant Seward. 
( olonel i NTZ. | meant Seward, ves, Seward and An horage 
Senator Scnorpren. Seward and Anchorage / 
(Colonel Lenrz. Yes, sir. 
Senator Magnuson. Thank you, Colonel, and we appreciate that 
rv much. 
Phe information referred to is as follows :) 
HEADQUARTERS, UNITED STATES ARMY, ALASKA, 
LPO 949, Scattle, Wash., October 20, 19 
WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Conumerce, 
United States Senate, Washington 25, D. ¢ 
AR SENATOR MAGNUSON: Attached as enclosure No, 1 is the cargo movement 
vsis requested by Mr. Pellegrini at the close of the hearings in Anchorage 
a. This analysis includes passenger traffic and privately owned vebi 
ell as cargo tonnages. 
1 will note that the figures on the cargo and passenger movement cover only 
scal years 1953-54 and 1955. Figures for the fiscal vear 1952 were not 
ediately available in this office and can be obtained in Washington 
e would appreciate having a copy of the transcript of the record when it 
iilable. If there is any other information you need do not hesitate to call 


Sincerely yours, 
BENJ. A. LENTZ, 
Colonel, Transportation Corps, Transportation Officer. 
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Passenger traffic 


1), 49 


W hittier 22 
tal MSTS it 22.9 
1 MSTS out 


; Senator Magnuson. It is now 12:15, and we have a lot of witnesses 
, is afternoon. We will come back at 1:30 instead of 2 p.m. And 
ihe first witness this afternoon will be Mr. Manley, the Assistant Gen- 
al Manager of the Alaska Railroad. So all you people that have 
-ome interest in this matter may wish to be here. 
(Whereupon, at 12:15 p. m., an adjournment was taken until 1:30 


mn. of the same day.) 
AFTERNOON SESSION 


Committee reconvened at 1:30 p.m.) 
Senator Magnuson. The committee will come to order. 
\nd first of all we want to put in the record a statement by Douglas 
Barnes, general manager, of the Ocean Forwarders, Alaska division, 


rtaiming to rates, 


ARED STATEMENT OF DOUGLAS BARNES. MANAGER, OCEAN FORWARDERS, ALASKA 
DIVISION, SEATTLE, WASH. 


1 Senator Magnuson and members of the committee, my name is Douglas Barnes. 
LOY \iv home is in Seattle, although I spend a good part of my time in the Territory. 
3 general manager of Ocean Forwarders, a freight-forwarding company oper- 
ng a common carrier to Alaska, by authority of the Federal Maritime Board 
Mir. Anderson, of T. A. T. Co., told yesterday how he had approached the steam 
) companies requesting rates which would make a forwarding operation pos 
In past yeurs we also had requested rate concessions from the steamship 
panies, either mixing provisions or all commodity rates, which would open 
e door to a forwarding operation. We met with no success, for various reasons 
Over a year ago Alaska Freight Lines published a tariff with sufficient spread 
een carload and 1. ¢. 1. rates to enable a forwarder to operate. We started 
peration at that time and, as a forwarder, have met with very good customer 
onse, 
(here are two questions I have in relation to the operation of the Alaska Rail 
d which I would like to bring up. 
The first question concerns regulation. 
; charged by intra-Alaska carriers. 
on over the Alaska Railroad, as it is Government-owned, 


I realize there is no regulation over 
I further realize the ICC has no juris- 
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The Alaska Railroad publishes, in effect, a through tariff, No. 5M, froin Seattle 
to points in Alaska. In addition to this tariff there are four other tariffs covering 
the through movement of freight from Senttle to, for example, Fairbanks, Alaska 

These are the tariffs published by Alaska Freight Lines, coastwise line joint 
tariff in connection with Mitchell Bros. Truck Y Tractor, Inec., Alaska Steamshi 

ion With Garrison Fast Freight, and last and least, our 


¢ 


Co. joint tariff in connec 


tariff. All of these tariffs are governed by the Federal Maritime Board, with 
the exception of the Alaska Railroad. All of these carriers must file Changes 
on 30-day statutory notice—except the Alaska Railroad. All rates can be sus 


pended upon just cause shown by another carrier—except those of the Alaska 


Railroad. All of these carriers compete with each other. You can readily see the 
competitive advantage held by the Alaska Railroad 

[ hasten say that I do not feel the Alaska Railroad has tried to capitalize 
on this advantage I have heard they tried to file with the Interstate Commerc 
Commission and were refused. I do feel, though, that for everyone’s protection 
competing irriers should be covered by the same rules and regulations. 

My second probien neerus the future and the sea-train operation. 


The sea train will certainly have a tremendous effect on the movement of 
it to the areas it serves. The sea train is also the type of operation well 

i to having forwarders accumulating and loading 1. c« Ll. cars in Seattle 
and making distribution in Alaska I have heard that under some agreement 
the Alaska Railroad is authorized to operate an Lc. lL receiving and carloading 
operation in Seattle. Such an operation could, in itself, ake it impossible for a 


freigl 


Suite 


forwarding firm to operate. I’m sure that others besides ourselves would like 
assurance that the Alaska Railroad will not enter into a Seattle Ll. ¢. 1. operation 
unless the carg innot be handled by the steamship company and forwarders 
and also, if such a Government operation becomes necessary, that true costs of 


the operation be reflected in the rate structure 
Thank you, Mr. Chairman, and members of the committee. for the privilege 
of appearing before you. 


Senator Magnuson. Our first witness this afternoon will be Mr 
Ma ley, Vi ho Ss Assistant (reneral Manager of the Alaska R: ilroad. 


Mr. Manley, you have # statement which you were gomg to submit 
for the record, Dit | think In View ot the Vast amount ot iseussio} 
On this matter of the Al iska Railroad, it would be well if you would 
read it to us. 

Mr. Manury. Yes, sir, Mr. Chairman. It is quite lengthy. 

Senator Macnuson. Well, you might skip in some places. It isn’t 
too lengthy. Because everybody wants to know about this situation. 
This is an appendage to the 

Mr. Maniey. That is the appendage to the operating statement. 

Senator Magnuson. Well, you go ahead, Mr. Manley, then if I can 
see a point we will skip on. 


STATEMENT OF JOHN E. MANLEY, ASSISTANT GENERAL MANAGER, 
THE ALASKA RAILROAD 


Mr. Manury. My name is John EF. Manley. Iam Assistant General 
Manager of the Alaska Railroad. I am representing Mr. Reginald 
N. Whitman, General Manager of the Alaska Railroad. Mr. Whitman 
had hoped to appear at this hearing, but found it necessary to appear 
at hearings being held by the Bureau of the Budget in Washington 
this week. 

I have provided the committee with a written statement prepared 
by Mr. Whitman. Mr. Whitman’s statement contains a brief history 
of the Alaska Railroad, as well as statistical data which it is hoped 
will be of assistance to the committee in evaluating the operation of 
the railroad 
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fai ¢ 


[ have with me Mr. Elbert Kunz and Mr. William Radke. of the 


( 


\laska Railroad. These gentlemen wil] assist mie iW answerllg any 
7] iestions which the committee might have at this time. . , 
I have this statement submitted by Mr. Whitman, an 
vid. was to be Introduced intothe recor. 


Senator Magnuson. Yes; I think you can skip the first two pages 
which pom out the creation of the act and the Commission to estab 


lish the railroad, and probably start on page 2 with the last para 
eraph, In makine the selection of the route. 
Mr. Manuey. The first two pages deal largely with the origin and 


t} aa ‘ ] 
impose of ft 1 railroad, und how It was concelved., 





Senator MaGcnuson. Yes. Apparently from reading the preamble 
lithe law on those « ses, they were think ey ¢ oreat deal about Ou 
those areas. 
Mir. Manuey. That is correct. sir. 
Senator Magnuson. Ow KI. 
Mir. \I NLEY (1'¢ nding 
ORI \ Me Pre 
of August 24, 1912 (387 Stat. 517), created an Alaska Railroad Com 
sion of four members having designated qualifications to be appointed by 
President to conduct an examination into the transportation aue on in the 
lerritor’ f Alaska: to examine railroad route om the senboard to the i 
ds and to the interior and navigable waterways; to secure surveys and othe 
formation with respect to railroads including cost of « struction and ope 
to obtain information in respect to the coalfields their proximity 
oad routes; and to make report of the facts to Congress 
Phe Commission made the study of existing and other possible railroad routes 
isu titted its report together with conclusions and recommenda Li ATL 
( ( ngs the Cong passed the : f March 12, 1914 (88 Stat. ¢ 
_ Vy SONS), nuthor Whig the President to loc CONnStru ind operate 
ds in the Territory of Alaska and authorizing an appropriation of $3: 
n for the construction. The act provided that the route or routes 
ceed in the gregute 1.000 miles, to be rk ited Sto connect one Or 
of tl Open Pacific Ocean harbor on the southern « S f iska Ww D 
navigable waters in the interior of Alaska, and with : oalfield or fields 
best to aid in the development of the agricultural and mineral or er 
nw sof Alaska, and the settlement of public lands there and so as to yp 
insportation of coal for the Army and Navy, trans; tation of troops, 
s, munitions of war, the mails, and for other governmental and public uses 
for the transportation of passengers and propert 
In addition, the act authorized telegraph and telephone lines necessary 01 


enient in the construction and operation of the railroad to serve generally 
he usual purposes of telegraph and telephone lines for hire 
On May 2, 1914, the President appointed the Alaska Engineering Commission 
nd directed the Secretary of the Interior to proceed with the survey of routes 
ra railroad. In its report the Commission discussed several possible route 
Without recommendation, and on April 10, 1915, the President authorized 
e construction of a railroad from Seward to Fairbanks with a branch to the 
tanuska coalfields. By this same order, supervision of the construction by 
e Commission was delegated to the Secretary of the Interior 
In making the selection of the route from Seward to Fairbanks, the President 
authorized the purchase of the Alaska Northern Railroad, a line out of 
Seward on which construction had been snspended, and the narrow-gage line 
from Fairbanks to Chatanika. The right-of-way of the latter line was used in 
irt as the roadbed of the Alaska Railroad Generally following this route, 
there was constructed or acquired a main line of 471 miles and a branch line 
o the coalfields at Matanuska of approximately 19 miles. In 1922 the Alaska 
Engineering Commission contracted with the Healy River Coal Co. to build a 
ur from Healy to Suntrana for $10,000 and 6,667 tons of coal to be delivered 
n the first 6 months of 1923. At completion this spur became the property of 
the Alaska Railroad and was referred to as the Suntrana branch. During 
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World War II the Military Establishment constructed a new rail line from 
senboard terminus at the head of Passage Canal to Portage on the main line of 
the Alaska Railroad, and a branch line from Fairbanks to Eielson. Under sul! 
sequent legislation the operation and maintenance of these facilities was tran 
ferred to the Alaska Railroad. At June 30, 1955, the Alaska Railroad operat: 
and maintained main and branch lines as follows: 


Mi 
Main lines: : 
Seward to Fairbanks-_- aceit 5c Sasso is ai co sien a in asa cnip aaa ies ee 
Whittier to Portage__-- . Bn ce ia tar nr Lee 
Total, main lines__--- Se ae ek 
Branch lines 
Matanuska to Sutton ning i divenhaiue sacar elation as ensues, ee 
Sutton to Jonesville m 7 i aia nanan a cane 29 
Eska Junction to Eska : : wali cae saa 
Healy to Suntran: - a = 4. 4 
Fairbanks to Eielson__- ; eseitabtientan ica et oe gt Ae 
Total, branch lines__- . a ee Sees ; gee 53. 
Total. main lines and branches aint Se a ee EE 


In 1919 the $35 million originally authorized for the construction of the rail 
road was exhausted, and by the act of October 18, 1919 (41 Stat. 293), the author 
ization was increased to $52 million. A further increase to $56 million was pri 
vided by the act of November 18, 1921 (42 Stat. 221). 

From time to time further amounts were provided in the annual appropriatior 
acts for capital expenditures; in the fiscal years 1947-52 an aggregate of $68 
500,000 was appropriated for an extensive rehabilitation program. Appropria 
tions to finance operating deficits had also been made since 1928. At June 30 
1955, the direct contributions by the Federal Government aggregated $164, 
908,782. For specific schedule of appropriations refer to page 16 of appendix. 

Senator Magnuson. So the initial expenditure of $160 million 
$5 million off; is that correct ? 

Mr. Mantry. Roughly, yes, sir. 

‘ y “ 

Senator Magnuson. Yes, roughly. Roughly the Government put 
1n $165 million in the Alaska Railroad; is that correct ? 

Mr. Mantey. That is correct, sir. 

Senator Maagnvson. Please proceed. 

Mr. Man ey (reading) : 


ORGANIZATION AND MANAGEMENT 


The act of March 12, 1914, vested in the President the location, construction, 
and operation of the railroad in the Territory of Alaska. In authorizing the 
route for the construction of the railroad in the Executive order of April 10 
1915, the President delegated the supervision of the construction by the Alaska 
Engineering Commission to the Secretary of the Interior. At the completion 
of the original construction, the President, by Executive Order 3861 of June 8, 
1923, authorized and directed the Secretary of the Interior to operate the rail 
road and other facilities in the same manner as if the operation had been placed 
by law under the jurisdiction of the Secretary. Under this order the Alaska 
Railroad was established as an agency in the Department of the Interior. In 
departmental order 1040 of February 13, 1946, the Secretary of the Interior dele 
gated the general supervision over the activities of the Alaska Railroad to the 
Division of Territories and Island Possessions (now Office of Territories). The 
General Manager of the Alaska Railroad was authorized in order 2516 of April 
14, 1949, to act for the Secretary of the Interior on any matter having to do with 
the operation of the railroad and its related activities (with certain reservations 
dealing with important changes in policy or extensions of service). 


Senator Magnuson. There is a new one, Mr. Lausi, I believe. 
Mr. Manuey. Yes, sir. 
Senator Maanuson. Is he still there ? 
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Mr. Manuey. Yes, sir. 

Senator Magnuson. Did I hear that he resigned or was about to 
suit ¢ 
~ Delegate Barriterr. That was wrong. 

Mr. Manuey. I believe that was in error. Anthony T. Lausi is 
Director. 

Senator Magnuson. How is he appointed ? 

Mr. Mantey. The Director of Territories is appointed by the Secre- 
tary of Interior. 

Senator Magnuson. The reason I wanted that for the record is 
hat it is not confirmed by the Senate. 

Mr. Mantey. I could not answer that, sir. 

Senator Magnuson. No; I don’t think it is. He is appointed di- 
ectly by the Secretary of the Interior; not by the President, and not 
v confirmation of the Senate but by the Secretary of the Interior. 
Mr. Maniny. By the Secretary of Interior, insofar as I know. 
Senator MAGNusoNn. Yes. 

What is Mr. Lausi’s background, if you know, regarding territories ? 
Mr. Manury. I believe 

Senator Magnuson. You May not know. If you do know. 

Mr. Manuey. I don’t know well enough to state his background. 
Senator Magnuson. I believe he used to work up on the Hill, as 
retary to Senator Aiken. 

Mr. Manuey. From Vermont ¢ 

Senator Magnuson. From Vermont. 

Mr. Maney. I believe so. 

Senator Scuorrrent. How does he spell that name? 

Senator Magnuson. L-a-u-s-i. 

Mr. MaNntey (continuing). 


~ 


The General Manager of the Alaska Railroad was authorized in order 2516 
f April 14, 1949, to act for the Secretary of the Interior on any matter having 
» do with the operation of the railroad and its related activities (with certain 
eservations dealing with important changes in policy or extensions of service.) 

Senator Magnuson. Now, in that case, so we will get the record 
straight, the General Manager of the Alaska Railroad is appointed 
iv the Secretary of the Interior. Does his commission come from the 
Secretary of the Interior ? 

Mr. Mantey. That is right, sir. 

Senator Magnuson. And not by Mr. Lausi who is head of the Office 
if Territories / 

Mr. Mantey. That is correct, sir. 

Senator Magnuson. So the responsibility for the appointment of 
i manager rests with the Secretary of the Interior as of now ? 

Mr. Mantry. That is right. 

Senator Macnuson. O. K. 

Mr. Man try (continuing). 


From the completion of the original construction of the railroad to the present 
there have been six general managers. The general managers and their tenures 
of office are: 

Lee H. Landis: October 1, 1923, to November 10, 1924. 

Noel W. Smith: December 19, 1924, to July 31, 1928 (also served as special 
issistant to the Secretary of the Interior in charge of the Alaska Railroad from 
July 7, 1924, to appointment). 

Col. Otto F. Ohlson: August 1, 1928, to July 26, 1943; reappointed, August 12, 
1948, to December 31, 1945. 
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Col. John P. Johnson: January 1, 1946, to October 27, 1953. 

Frank E. Kalbaugh : September 1, 19538, to April 1, 1955. 

Reginald N. Whitman: April 16, 1955, to present. 

Under the delegation in order 2516, the General Manager has reasonably broa: 
authority and responsibility for the operation of the railroad and related activities 

Oue of the primary goals of the Alaska Railroad as set forth in the enabling act 
is to “aid in the development of the agricultural and mineral or other resource 
of Alaska, and the settlement of the public land therein.” 

Senator Magnuson. That, incidentally, is quoted from the act. 
Let's not vet ar iy Trom the Tact that the original enab ling act 
nplete with mention of coal to vet at the coal fie lds. 

Mi. Manney. That is corre 

Penarcol Nl ( | IN. And { adds these other thing's you mentioner 

Mr. Manury. Yes. 

Senator MAGNUSON, Yes; VO ahead 

Mr. Maniey. Well, these other things, I believe, sir, are all co 
tall ed in section s 1. 


\ 


Senator Magnuson. Yes: that is rigl 


rhit. 

Mr. Maney. 1) ag mtationwise, such a policy can be interpreted 
Ol 1 one Way, lamels , fast, efficient service at the lowest rates consistent 
with the proper main nte ance of the line. 

Fast. eflicient service can only be maintained with modern tools, and 
to that end the Alaska Railroad has coe engaged in the rehabilitation 
program since 1927. which in ‘orporated the replacement of the old 65 
and 70-pound steel with new 115-pound steel, with the attendant ti 
renewals, bank widening, grade raising, curve easement and ballasting. 
( oupled With this provram, the A horage and Fairbanks yards and 
shop facilities were modernized and expanded to meet present needs 
rm to take care of future expansion 


together With al acddeq! ate mare 

Certain portions of th e, chiefly between Curry and Healy, wer 

not brought up to standard grade, and thi railroad is presently pro 
raming’ the completion Ot this section, the cost of such work to be 


paid from earnings of the railroad. 
uson. Well, now, that is what you plan to do, don’t 
vou’ This work isto be paid from their earnings 4 

Mr. Mantey. That isright. 

Senator Magnuson. Isthat program in progress now ¢ 

Mr. Maney. Yes, sir. 

Senator Magnuson. And you are paying such cost out of the earn 
ings ? 

Mr. Manuey. Yes, sir 

Senator Macnuson. Where is the other rehabilitation? Was it paid 
by direct appropriation 4 

Mr. Manuey. That is correct, sir. 

Senator Magnuson. And is part « f the $165 million ? 

Mr. Man_Ley. That is correct 
_ Senator MacGcnuson. That has been expended over the period 
time 4 

Mr. Manuiry. That is correct, sir. 

senator MaGnuson. But so that the record is straight. up to date 
you haven't asked Congress for any costs on this saianid program of 
what you mention ed is ‘rein th is ls ast paragr aph? 


Mr. Maniry. No,s 


Senator MaGn 
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Senator MaGnuson. But you have asked Congress for capital outlay 
nd appropriations for the Seward dock, and as I recall, some rolling 


«k not too long ago. 


ie Me. Maney. The Seward dock and the Seward port ize portion. 
act Senator Magnuson. The Seward portage portion, didn’t you get 
™ ome appropriation for some rolling stock 4 

Mr. Manney. In fiseal 53 budget request. 

Senator Magnuson. In fiscal 53, that is right, go ahead. 

Mr. Maney. The rising costs of both labor and materials subse 
ent to the Second World War necessitated constant revision in the 
perating procedures of the Alaska Railroad to otfset such rising costs. 

A he railroad has, in line with this policy, divested 1 tself of the opera- 
n of the river boats by virtue of a contract which enables a private 
perator to operate the boats for the railroad, pay Ing the railroad for 
2 e use of the leased equipment. Please refer to exhibit show ing river 
losses for the last 3 vears that the equipment Was operated by the 
lroad (p. LS of appendix). 
ea Senator MaGnt son. What are those boats you are using / 
‘} Mr. Manney. By name of the vessel ? 
Senator MAGNuson. No: no: I meant where do they operate ¢ 
Ne Mr. Maniey. They are river boats that operate from Nenana down 
O1 ) Marshal, Nenana to Tanana. 
uD Senator Magnuson. That isat Tanana River? 
ti Mr. Maniey. Yes,sir,and the Yukon. 
ge. Senator Magnuson. That is way up north. 
na Mr, Manury. And then we operate upriver from ‘Tanana, on the 
ds, YI kon, to Fort } ukon. 
i seHnutol \ AGNUSON, Fort \ nko) Jal ] oht 
ri Mr. Manney. Further, the railroad has ceased to operate Me Kin ley 
"0 ark, Healy, and Curry Hotels, with substantial savings achieved by 
be e transfer of such facilities. Refer to pages 2 and 3 of appendix 
Senator Magnuson. Well, how did vou do that 4 When did vou 
nt ise to operate McKinley Park, Healy, and Curry Hotels 4 


Mir. M \NI EY. MeKinley was at least two anda half years ago, and 
as subsequently taken over by the National Park Service 
senator M AGNUSON, It Was leased first. and as | recall, toa pris ite 
perator. 
mn Mr. Manvey. That is correct: McKinley Park Service, Ine. 
Senator Magnuson. And that didn’t work, did it, for him / 
Mr. Manuey. [ gather that it didn’t work too well. 
uid senator M AGNUSON,. It didn’t work too We 1] for him: so the natio a] 
rks have taken it over. 
Mr. Manuey. That is correct. 
Senator Maanuson. Is that the same story on Healy and Curry 
7 Mr. Manuey. No, sir; Healy is under contract now to a private 
o1 ontractor and Curry has only recently been placed under contract. 
Senator Magnuson. And when you say, “substantial savings” were 
chieved by the transfer of such facilities, vou mean that thev had 
eel operating at losses on your book anc. thie retore, Vou s ived the 
oss: is that correct 4 
Mir. Manner. That is correct. 
senator NI AGNUSON, But vou dlon’t mean that vou got value for the ir 


4 


Ate 
of 


placement value or anything like that 
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Mr. Maniey. No, sir. 

Senator M AGN USON, No. 

Senator Scnorrre,, Do you have to maintain the physical stru 
tures under your lease, or is that all incorporated as an obligation o 
the lessee / 

Mr. Manury. Under the lease the actual maintenance, labor of 
maintenance is W ith the prov ince of the contractor, and the supply 
of materials is the railroad’s. The lessee in both instances supplies 
certain functions which the railroad is required to supply for train 
men at their division points. The railroad is required by union labor 
organizations to maintain bunking facilities and messing facilities 
for trains to tie up at those points. 

A Vorce. Mr. Chairman, we can hardly hear Mr. Manley. 

Senator Magnuson. I was just going to suggest that we all talk 
a little louder up here so that we can be heard. 

If you can turn around a little bit, 1 think we will hear you bette: 

Now, why did you get rid of those places? Was it an order from 
the Secretary of Interior, or what was the basis of getting rid of 
them / 

Mr. Maniey. That was a joint recommendation. It was sort of 
two-forked, sir. The House Subcommittee on Appropriations made 
the recommendation and General Accounting Office had made a similai 
recommendation. 

Senator Magnuson. Was it just as to the hotel facilities, or was it 
to other activities of the railroad ¢ 

Mr. Maney. The recommendations were primarily referring to 
hotels. although they did question the propriety of the railroad run 
ning river boats. 

Senator Magnuson. Boats and hotels? 

Mr. Mantery. That is correct. 

Senator Magnuson. Yes, as I recall, that was the suggestion. 

Was there any mention made at all that you recall concerning wharf 
age facilities, docks ¢ 

Mr. Mantry. No, sir. 

Senator Magnuson. That has never been called to your attention 
officially from Washington / 

Mr. Mantey. No, sir. 

Senator Maanuson. That you know of ? 

Mr. Mantey. That is correct. 

Senator Magnuson. All right. 

You are down to additional operating economies. Will you talk a 
little louder ? 

Mr. Mantey. Yes, sir, I will try. 

Additional operating economies have been effected by the abolition 
of certain section headquarters and the reestablishment of longer sec- 
tions, which have been made possible by the utilization of mechanized 
equipment. The old wood frame rolling stock has been replaced with 
steel rolling stock and the road has been converted 100 percent from 
steam to diesel power. 

The Alaska Railroad is presently negotiating with the Chugach 
Electric Association, Inc., with the intent of transferring to Chugach 
Electric Association, Inc., an REA cooperative, the Railroad’s interest 
in the Knik Arm powerplant, provided an equitable transfer can be 
achieved on a reimbursable basis 
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Senator Magnuson. How did vou get in the power business? 

Mr. Maniry. That requires a little backtracking, Mr. Chairman. 

Senator Magnuson. Well, I mean just generally; there may have 

een a good reason for it. 

Mr. Maniry. The Alaska Railroad initially under the rehabilita- 

on of the Anchorage yard program had programed construction of 

relatively modest powerplant which would generate the electrical 
quirements suflicient for the connected load of the Alaska Railroad 
nd utilize the process steam for the heating of the yard facilities. 

Senator Magnuson. Here in Anchorage ? 

Mr. Mantey. That is correct, sir. 

Senator Magnuson. How many kilowatts does that produce ? 

Mr. Mantry. Roughly 2.500 kilowatts. 

Senator Magnrson. Small plant, isn’t it? 

Mr. MaNtey. Small plant. 

Senator Magnuson. All right, go ahead. 

Mr. Man uey. Prior to any actual construction on that facility if 

is determined at the Washington level that since the Railroad was to 

uild such a facility it could well be combined with a plant which 
would produce electrical energy for the surrounding area. At that 
me there was an acute power ana tage. 

Senator Magnuson. Yes, all right, go ahead. 

Mr. Manuey. And so subsequently a formula was evolved whereby 

certain percentage of the cost would be borne by the Railroad, and 

‘balance would be borne by REA- sponsored cooper ative. 

Senator Magnuson. And tien in the beginning you operated i 
didn’t vou ¢ 

Mr. Mantery. That is correct. 

Senator Maenuson. But in 1953, then you turned it over to the 
electrical association. 

Mr. Manutry. Actually we operated it, and again when it was recom 
mended by the Congress and I believe also by the General Accounting 
Office that the Railroad was not sais in the power-generation 

eld, as far as general commercial power was concerned. As an 
nterim measure it was turned over to the Bureau of Reclamation for 
operation. Subsequent to that it was then turned over from the 
Bureau of Reclamation to the Chugach Electrical Association for 
operation. 

Senator Magnuson. Is that an REA cooperative ? 

Mr. Maney. That is an REA cooperative. 

Senator Magnuson. Allright. Go ahead. 

Mr. Maney. The Knik Arm powerplant was originally constructed 
during the year of 1945 to 1951, pursuant to contract I—3arr—8394 
by the Alaska Railroad and the ( ‘hugach Electric Association, Inc., 
an REA cooperative, under which C hugac +h Electric Association, Ine., 
ind the Railroad agreed to joint construction, maintenance and oper- 
ition of the plant, but, in fact, the Railroad undertook to perform 


the construction, being reimbursed in appropriate part by Chugach, 


and the Railroad operated the plant. In 1952, the Burean of Recla- 
nation began operating the plant for the Railroad under contract, but 
by the fall of 1953 it was determined that because of the growth of 
the Anchorage area and the demands for electric energy, it would be 
est if Chugach should purchase the interest of the Railroad in the 
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plant. In the meant me, by contract entered Into on Decenibe) l. 


| PO, Chuwvach issumed complete responsibility for the operation ot 
the plant, the Railroad retaining certain obligations with respect to 


OMpletiol OT CONSErLU QO! and its payment of its proportionate share 


therefor, {t is ant ipated that the above-me ntioned negotiations will 
be consupninated Ww ithin the next few months. 
Coin ral not W th Lhe more economical and eflicient operating pro- 


“dures is been the constant provement im ser ice to the customer, 
\\ nereas, pl or to the Second We rid War. scheduled freicht Service 


irom Seward to Fairbank required t calendar days, the present 
{ a les that freight leaving Seward in the early eve 
ls s delivered to the Fairbanks yard prior to noon of 
e@ TOLLIOW Falay ; veal Lor’ ] asseno S traveling between Anchor 
we and Fairbar vere required to stay overnight at Curry and 
travel a yt ’ iy to arrive at Fairbanks. At the present 
the same trip requires 12 hours between Anchorage and Fair 
Da ; ; 
In the face of the improved operations indicated above, which were 
accomplished a ne the time ot rising Costs, the Railroad has been 
thle to hold a stable rate structure. Indeed. during the past severnl 


years, the Railroad has accomplished many commodity rate reduc- 
ons. On July 15, 1955, the Railroad was able to recluce bulk easoline 
yi tirban Ss DY approximately OS cents. On October: 1, 1955. 
ka Railroad’s taritf 5—-M will become etflective which will fur 
ther reduce certain rates between west coast ports and railbelt points, 


with particular emphasis placed on Interior points where the long 
haul is involved. This is in contrast to stateside railroads which, since 
1946, have been to | to etfect rate increases in excess of 60 percent 
over the 1946 level This rate stabilization has been made possible by 

orporation of t ibove-mentioned operating economies, together 


with increased tonnages carried by the Alaska Railroad. 
Senator ScHorrrer. Do you cover in here your carriage of tonnage 


1 41 


that is involved by the military, if any 4 
Mr. Maniny. Yes, sit 
Senator Scuorpren. I haven’t checked your appendage. 
Mr. Manuey. I again refer to Mr. Whitman’s statement. 


The fact that the Alaska Railroad, is in effect, operating under a 


anda 0 operate within its Income necessitates a sound ratemaking 
pro lu >that both the economy of Alaska and the railroad 
} lant are benefited to the oreatest extent pos ible. The fact that more 


ian half the tonnage handled by the Alaska Railroad is military 
freight indicates only too clearly the vital transportation link the 
railroad represents to the military and emphasizes the necessity for 
the management of the railroad to continue a self-improvement pro 
oram that will assure maintenance of the railroad in tip-top condi- 
tion, read for any emergency. 

During the eal lie si ives of the rehabilitation program the policy 
of the Department dictated that no rehabilitation of the Seward- 
Portage section of the line was to be accom) lished because of tentative 
plans to abando1 hat section of the line. Subsequent developments, 
however, caused a inge In this thinking, and the Interior Appro- 
priation s Act, app 1 Sraly 21,1955, prov ided for $1,500,000 to begin 
construction of a new dock at Seward. Subse: uently, the 3d Supple- 


mental Appropriation s Act of 1954, approved May i. 1954. provided 
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commodities coupled with certain operating practices derived from 
stateside railroads. Indeed, an operating ratio below 75 should con 
stitute a —_ signal to every Member of the Congress of the United 
States, if maintained over long periods of time. 

The ei ment and expansion of a commercial stateside railroad 
ean be achieved in many ways, and it matters little whether such im 
proven nt be achieved via equipment trust bond issues, or by other 


means. However, under the present status of the Alaska Railroad 
there is only one way that the Congress can be assured of continuing 


improvement prog rram on the Alaska Railroad, and that is by virtue 
of the operating income e xceeding the cost of oper: ition by the amount 
needed for the required expansion program. This, I think, can be 
achieved, if the Alask: t Railroad can be oper ated as a COMMON C arrier, 
with the privilege to make competitive rates; further, such rates must 
be truly competitive price-wise in the same manner that rates are 
competitive stateside. 

Senator Magnuson. Well, pass that on. I don’t know why that is in 
there. Apparently you fix the rates as you see fit anyway; so, there 
fore, vou have that ve IN i‘. we of discretion and fle xibility. 

Mr. Maniry. Yes.s 

Senator MAGNUSON. "y mean, actually you have the right—you do 
this and you have the right todoit. You make competitive rates now. 

Mr. Mantey. That is right, except that general rate increases 01 
general rate decreases must be referred to Washington. It is only 
rate increases and decreases which are less than veneral that Can be 
whieved locally without further recourse to Washington. 

Senator Magnuson. Well, let’s get this straight. You mean if you 
make a general rate increase or decrease you have got to refer it to 
Washington 4 

Mr. Mantey. That is right, s 

Senator Magnuson. To the Secretary of the Interior? 

Mr. Mantey. That is correct. 

Senator Magnuson. But on other rate increases or decreases that 
are, as vou term them, not general, you do them right here locally 4 

Mr. Mantey. That is correct. 

Senator Magnuson. So that in any case the Secretary of the Inte- 
rior is technically the boss of the railroad. He can do exactly what he 
says, make any rates he wishes. 

Mr. Mantey. That is correct. 

The Alaska Railroad differs from most other Federal activities 
in that it functions as an operating agency rather than an administra- 
tive agency. Further, it is operating through terrain which presents 
problems seldom encountered by the same industry stateside. How- 
ever, the Alaska Railroad has one consideration in common with all 
stateside railroads: that is, it must be constantly used to remain in 
top operating condition. It cannot be “mothballed” or used as a 
standby facility without deterioration. 

The present method of transporting freight to Alaska has certain 
inherent disadvantages in that freight must be handled many times 
prior to delivery at destination, with the result that, in addition to 
handling costs, the intransit time involved is such that merchandisers 
are required to carry at least one extra inventory to compensate for 
such intransit time. For this reason, the Alaska Railroad looks to 
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i¢@ establishment of a car-ferry operation by a commercial water 
irrier, or carriers, to provide a means of speeding up freight serv- 
‘eto interior Alaska. 

The Alaska Railroad has been considering various aspects of a car 
erry or sea-train operation to Alaska since the latter part of 1949. 
Ilowever, such consideration has been based not on the railroad 
yperating such a sea-train but, rather on what role the railroad 
ould play as a connecting carrier in conjunction with such an 
peration. 

Late in 1949, a commercial water carrier, operating on the east 
oast in coastwise and off-shore trade, expressed an interest in in 
igurating a sea-train or car-ferry service to Alaska. The proposal 
et forth by this carrier was unacceptable, however, because of the 
equirement on the part of the water carrier that such a service be 
protected by an exclusive operating agreement with the Alaska Rail 
oad. The disadvantages of such an exclusive agreement were, of 
ourse, Immediately apparent and made the proposal unacceptable, 

d the water carrier was so advised and the reasons given therefor. 

Senator Magnuson. What did they want? They wanted to have 
reference with their cargo on the Alaska Railroad, or preference as 
to rates, to both, or which 4 

Mr. Manury. Primarily they wished that the railroad would enter 
nto an operating agreement or a car interchange agreement, how- 
ver, they wished that such an agreement would be an exclusive 
ivreement and that the railroad would agree or the Department would 
igree that no such agreement would be entered into with any other 
vater carrier, should such a water carrier develop. 

Senator Magnuson. In other words, that the railroad would pro- 
tect them end allow no other carrier to come in. 

Mr. Mantey. That is essentially correct. 

Senator Magnuson. And that was inacceptable. What is the situ- 
ition now with the lease we just talked about yesterday ? 

Mr. Mantey. I think the statement goes on to explain 

Senator Magnuson. You go on and point that out. 

Get this clear. Suppose I operated a sea-train service right now 
ind I landed my stuff down at Seward. What would you do with it? 
Would you pick it up 4 

Mr. Manury. Yes, sir. If you were to tender it in your own ears, 
or the cars of the stateside rail carriers. 

Senator Magnuson. What I am getting at is this: Can anybody 
ome into Seward ¢ 

Mr. Maney. I would say, ves, sir. 

Senator Magnuson. Anybody can 4 

Mr. Mantey. Yes, sir. The Alaska trade does not require a cer- 
tificate of necessity. 

Senator Magnuson. Why would I have an agreement with you at 
all if you are going to treat everybody alike ¢ 

Mr. Mantey. The only reason that an agreement with the Alaska 
Railroad would have a value, and it may be debatable as to what that 
value is, is that a sea-train carrier naturally would like, or would 
prefer to be able to utilize some portion of the Alaska Railroad cars 
to Seattle for the shipment of local shipments out of Seattle area. 

Senator Macnuson. You mean a car exchange deal? 
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Mr. Mantey. That is correct. It is a car exchange deal largel 
rather than an Operating agreement. 


senatol Mac N USON. Wi ll. Can anvbody have that ear exchanor 
deal’ Do you have to make an agreement with the railroad to eet 


Mr. Manney. You would have to make an agreement with the stat 
side railroads 

Senntor Macnuson. Let’s leave them out. Suppose I take care of 

lf when I] ret down to Seattle. Suppose | just come up here 

With a sea-train operation. Why do I have a sea-train agreement / 
Why don't you take my ears, like Bartlett’s car or Pellegrini’s car, 01 
anybody ¢ lse’s cars / 

Mr. Maniey. If vou had the cars, yes, sir: we would. 

Senator Magnuson. I still don’t see the use of having an agreement 
with vou if you are going to take care of everybody that comes ir 


Mr. Manuey. Yes.sir. Most sea-train carriers. Mr. Chairman. have 
proceeded to this date at least, on the principle that they will ente: 


nto an agi ment with the Association of American Railroads where 
by they will u tateside carrier cars for shipments which originate at 
points bevond Seattle. In other words, where the stateside carriers 
( btain a line haul the \ would permit their cars to come through, and 


us eliminate the additional handling that would be required if thi 


shipment were shipped to Seattle and then transhipped in a separate 


Senator Magnuson. I still think you misunderstand what Tam try 


ine to find out. Forget about Seattle. I am talking about when I 
get up here, or when I leave up here, vou treat everybody alike. 

Mr. Manury. That correct. I believe it is explained in the 
tatel I 

‘> ( \ l LOU bye ve ti Cal oT here Ul right 

\] \] } Vi t |e Ol} ( lit 

S te MAGNUS Because [ vet down there that is some 

a7 { i \ Litre vy do I nv arrange 
I (rreat Northe rN.P 

\Ir. M 1 . Nowsir: t threat ey would 

~ itor M NI 7, © e mint Ie, or wl ever if 18% 

Mr. Mantey. 7] mre quite ted in the arrangements tha 
the sena-trall ( ern rm (Los ( | the \ | les Railroad, Mi. 
C 

Senator M : : Wi | | ( ( Ine Tor them to Worry 

Mt, | the Ala It Mi TO orry about 

sent SCHOEPI . ihe Al ea Railroad has to WOrr'y about the 
return of th \ 

sel ( \} USON R turn of the cars, but ] can vet them hie le if 
rt, :' 

Miro Manney. If von were to come into Seattle, or into Seward, o1 
Whittier, or any rail-served port with 100 cars, regardless of whether 
t | vere Grr Northern, N on P.. or anvthing else. and tendered 
them to the Alaska Railroad, the \laska Railroad would be very olad 
to haul the on the tariff rates of the commodities involved, , 


Senator Magneson. And if I were to take some Alaska Railroad 
ears back, I suppose you would naturally know, I would appreciate 
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od 
] ] 
‘. it votlLare Yong to get the ne butt f ntiic ‘ 1) 
ingvement | \« til | ive yyn it thre f ( ; 
fn Mi. MANLEY Phase COLT 
. sehatol MEA NUSON, Wh he .\ } 1" ( { 
tual Parts if it} 
Mir. Maniry. That cor) \) < o 1) 
fh VOU Veh Vour rece VOU \ ‘ i 1) 
01 ts only ith the i-fran { t | ite ee) 
1¢ “~( tol VEAG Usos Ni > thve { ( ( } iis ) 
CU: (ro ahead. 
0 Viv. MANLEY. Howe ver. as late ‘hs a rude 1324 = ( 
led to express an inferest im operating a sea train to \ 
t maimntamed that such an operation miust be on thr tl ot 
nl usive operating agreement with the Alaska Railroad. No ( 
- is taken on thi proposal other than to inform the water car er that 
( e opel itine QO | vould be f ‘ 
Ve LT wever, a display OT hte of Ll cal rry Oberat ie to .\ 
Cl . Pro] till to tlie, How] ther \ i Pry 1) le - SryEg 
is \ Tie oul ul ( \ atl ‘ vy ne i 
1 \ r OF 4 \] id I i (| ! othe 1 
I | i 
_ s }) 4 Pier 42, Nea e, Wash 
he & I xot Lines Califor Street, San Franc Cal 
ULE ! 1 Steamship ¢ p., OL St. Jose] Stree ol Lia 
nN 1 Lines, 71 Broadway, Ne York 6, N. ¥ 
; KK ach Steamship Co., Inc., 100 Bush Street, San Francisco, Calif 


“1 wise Line, $15 California Street, San Francisco, Calif 
fic Far East Line, Inec., 315 California Street, San Francisco, ¢ 
tson Line, 315 California Street, San I*rancisco, Calif 
he (; e Line, 10 Hanover Square, New York, N. Y. 
Weyerhaeuser Steamship Co., 21 State Street, New York, N. Y. 


rm) 1 


it Senator Magnuson. These letters were initiated by the Alaska Rai 
vd, querying the steamship lines if they would have an inter 
e tabli hing the se rvice such as thi kind ¢ 
Mr. Manuey. That is right. 
Senator Magnuson. Yes. Go ahead. 
Mr. M ANLEY. Mr. Kalbaugh’s letters quel ed all ot the above-| ( 
ompanies as to their interest In inaugurating a 
\ Alaska, and o1 ly t of the queried companies expre ed 
tr. mely, National Bulk Carriers, Inc., Coastwise Line-Luckenha 
2 vamship Co., Inc., and the Alaska Steamship 50% Phe Coasty 
ry Line and the Luckenbach Steamship Co., Inc., subsequently joined 
es with regard to this matter with the result that, effectively, ther 
he re three groups interested in the proposed service. 
On the basis of the interest shown in the repli s by the three last 
if med companies, Assistant Secretary of the Interior, Orme Lewis, 
November 22, 1954, dispatched letters to the Alaska Steamship 
oO} Co.. the Coastwise Line-Luckenbach Steamship Co., Inec., and thi 
National Bulk Carmers, Inc., requesting the carriers to o1 tline the type 
| f service they proposed to introduce to the Alaska trade. More sp 
lad fically, each carrier was asked whether the service to all ports ¢ 
\laska would be maintained in the face of a sea-train operation tO 
vac the ocean terminus of the Alaska Railroad. Obviously. 1f the opera 
on of such a sea train did not serve the ports other than sea-trai 
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ports, it is doubtful whether such ports would be served at all because 
of the small tonnages involved. 

Replies were received from the three carriers involved. National 
Bulk Carriers, Inc., indicated in their reply that they were unwilling 
to combine service to all ports in Alaska with the proposed sea-train 
service, and stated that such service would be considered a separat 
service to be tendered if economically feasible. This proposal was 
considered unsatisfactory. 

The Coastwise Line-Luckenbach Steamship Co., Inc., proposal in 
dicated that if the inauguration of a sea-train service to Alaska re 
sulted in the cessation of service to other ports in Alaska, immediate 
efforts would be made to reestablish such service. However, certai! 
reservations were made with regard to this matter, and, accordingly, 
this proposal was considered slightly less favorable to the Territory 
as a Whole than a proposal of the Alaska Steamship Co. 

The Alaska Steamship Co. stipulated that their present service 
would be maintained with the establishment of a sea-train service 
to \] acl i. This proposal wis considered to he the more favorable 
to the Territory and, accordingly, on December 29, 1954, Assistant 
Secretary Orme Lewis advised the Alaska Steamship Co. that the 
Alaska Railroad would be authorized to enter into an interchang: 
agreement with the Alaska Steamship Co. However, in view of the 
established policy against the use of an exclusive operating agree 
ment between the Alaska Railroad and a connecting carrier, thi 
Alaska Steamship Co. and the Coastwise Line-Luckenbach Steamship 
Co., Inc., were advised that the Alaska Railroad would be authorized 
to negotiate an operating agreement with both companies but that the 
Alaska Steamship Co. sea-train operation would be allocated not less 
than one-half of the tonnage controlled by the Alaska Railroad in such 
an operation. 

Senator Magnuson. That was to give them not less than one-half 
the tonnage. In other words, you reserved the right to allocate 50 
percent of the tonnage to someone else if they wanted to come in. 

Mr. Mantry. That is right, sir. 

Senator Macneson. And the Alaska Steamship would be practi 
cally guaranteed 50 percent of the tonnage ? 

Mr. Mantery. That is correct, sir. 

Senator Msanrsen. Mayhe more. but no less than 50 nercent. 

Mr. Mantry. There is a little background to that, Mr. Chairman. 
Some several vears ago there was a denartmental policy established 
which indicated that tonnage controlled by the Alaska Railroad shall 
be split as nearly as nossible between the existing carriers and, at pres 
ent, in fact, since that policy there have been only the 2 carriers, 2 
scheduled carriers, coming to Alaska, or at least to the terminus of the 
railroad. 

Senator Maenvson. And have those tonnage figures been running 
substantially 50-40? 

Mr. Manrry. That iseorrect. T mean, we keep—— 

Senator MaGcnvson. Since they have been in operation ? 

Mr. Mantey. Our Seattle office maintains a book. Obviously there 
will be a month in which one carrier will have a preponderance of sail 
ing days, in which case then the effort is made—— 

Senator Magnuson. But the annual distribution runs fairly around 
50-50 ? 
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Mr. Mantey. That is correct. And if the annual totals show that a 


creater percentage went to one carrier, that overage is carried to the 


ucceeding year. 

Shall I proceed ¢ 

Senator Magnuson. Yes, go ahead. 

Mr. Maniey. On December 30, 1954, the office of the General Man- 
iver of the Alaska Railroad was authorized to negotiate to conclusion 
he operating agreements with the Alaska Steamship Co. and the 

oastwise Line-Luckenbach Steamship Co., Inc.—that is probably a 

isnomer because Coastwise and Luckenbach went together only for 
he purpose of this sea-train operation. 

And negotiations proceeded between the Alaska Steamship Co. and 

Alaska Railroad. To date, no firm request to negotiate such an 
perating agreement has been received from the Coastwise Line-Luck 
nbach Steamship Co., Inc. On July 1, 1955, the operating agreement 
etween the Alaska Steamship Co. and the Alaska Railroad was con 

mmated and designated contract No. 14—-04—-003-966. The Alaska 
Steamship Co. has advised the Alaska Railroad to the effect that actual 
peration of their sea-train venture is anticipated sometime during 
D7. 

Senator Magnuson. You presume that would be in the summer of 
957 or spring of 1957 ? 

Mr. Man tery. I don’t know, sir. I think we depend quite a lot on the 

rogress that they are making. 

In addition to the foregoing action regarding a pending sea-train 
peration, the Alaska Railroad is also engaged in inaugurating a 

ealed-van service between Seattle and railbelt points. Utilizing a 24- 
foot wheelless lift van, = service will enable a shipper in the Seattle 
rea to load and seal a van and tender a van as a unit to the water 

arrier for tri a rt to the railroad terminus at Seward. Upon 
rival at Seward, the lift van will be transferred as a single unit to a 

ulroad flatear for tr: usports ation to interior railbe i points. At desti 

ation, the lift van may remain on the flatcar to be spotted at the con 
ienee’s rail-served warehouse, or removed as a unit from the flatear 
to be moved by trailer to consignee’s offtrack warehouse. The lift 
vans will be equipped to hi indle controlled temperature cargo, and 
will enable the consignee to receive cargo direct from shipper with no 
ntermediate handling en route, thus “eliminating opportunities for 
pilferage and loss of individual pieces of freight en route. 

In the realm of passenger transportation, the Alaska Railroad will 
shortly inaugurate night sleeper service between Anchorage and Fair 
banks. T his: service w vill enable visitors en route to either city fo enjoy 
. comfortable night’s rest and arrive at destination with a full busi 
ness day before them. For businessmen, it is anticipated that such a 
service will be especially helpful. 

Only by constantly embracing new tr: insportation methods as they 
are developed can the Al: iska Ri: Lilroad continue to improve service and 
lower transportation costs in the face of rising labor and material costs. 
Only by continually improving service and, if possible, lowering trans- 
portation costs can the Alaska R: ivend “aid in the development of 
the agricultural and mineral or other resources of Alaska, and the set- 
tlement of the public lands therein.” 

And that, Mr. Chairman, is Mr. Whitman’s statement. 
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Senator Magnuson. Now. I think in fairness to vou, do you want t 








1 1 ! | ] 
ome of these questions that were raised here Dy the other wit 
or don't vou feel t you have authority to speak for the man 
GO i . i ‘> 1 ¢ 
' \1 ld 13] ; ‘ ] ; 
Mia. Manu lr. Chairman, we would like to answer such question 
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Lr i} >) m4 
WILLIAM F. RAGAN, 
Donoghue & Ragan, Washington 5, D.C 
Dear Mr. RAGAN: This will acknowledge the receipt of your proposal regarding 
i-train service to Alaska submitted in response to my letter of November 22 
Ve have also received proposals regarding this service from tl laska Ste: 


ind National Bulk Carriers, Ine 

\fter a review of these several proposals we have conchided that the one 
nitted by the Alaska Steamship Co. is somewhat more responsive because it 
ludes a Commitment in regard to an existing scheduled freight ser 


ts in Alaska other than those served by the Alaska Railrond W 
t 


e, authorizing the General Manager of the Alaska Railroad to neg 
nelude an operating agreement with the Alaska Steamship Co. covering this 
train service 


As you know, it would be contrary to Alaska Railroad policy, in 


es such as these, to enter into an exclusive agreement covering the A 
de with any carrier. We are undertaking, however, to protect ex 
ice to outlying ports by authorizing the Alaska Railroad to enter imine 
nto negotintions with the Alaska Steamship Co. in regard I 
y agreement Covering this sea-train service, und to allocate not k t) 
percent of the sea-train trafie which it controls, to the Alaska Steumship ¢ 
ling an acceptable operating agreement can be made In tne « 
stwise Lines should wish to establish a sea-train service to Alaska | 
ka Railroad will be authorized to negotiate an operating agreement ibie 
he tonnage allocation to the Alaska Steamship Co 
It is understood that anv agreement covering this service which tl \laska 
oad may make with your organization is contingent upon the provision of 
portation service under terms acceptable to whatever regulatory agencies 
have jurisdiction It is further understood that negotiation looking to the 


tsion of an operating agreement will be carried on directly by representa 


sof your company and the Alaska Railroad 


We regard the inauguration of sea-train service to Alaska as a major devel 
ent in Territorial transportation and we are hopeful that a practicable plat 
inaugurating such service will soon be a reality 
Sincerely vours, 
a () ] | 
1s te t Ne / 10 } /) 


Senator Magnuson. | think, first of all, there is a lot of testimon 


re, ana you have been here, al al Vou know some of fhe cCritiels? 
d complaints that have been made. We don’t expect you mn 
wiy to go mte matters of general policy ; whether we should ive 
(‘ommission, 01 things of that kind. as recommended, but let me SiN 


ou this question. 


What notice does the Railroad vive before raisin oy rates 
Mr. Maniry. Normally we give 30 days’ statutory notice for a1 
crease, and 10 day 5’ statutory notice for rate decrease. 

Senator Magnuson. Ilow do you mean statutory 4 

Mr. Manriey. From the publishing date to the effective dat 
Senator Magnuson. But that notice is that the rate cl mee, hange 
the rate, will take place on a date certain ¢ 

Mr. Mannry. That is correct. 

Senator Magnuson. Tlow much notice do you give before deciding 
you are proposing a notice of intent ? Do you do that at all? 
Mr. Maniry. No, sir. We give the notice only on the published 
te of the tariff. 

Senator MaGnuson. In other words, you decide to do somethin 
out the rate and then you publish a notice that on such and such a 
iV Weare FoIng to do this, 1s that correct ? 

Mr. Manury. That is correct. We attempt to follow exac tly the 
rinciples is set forth by the Interstate Commerce Commissio? 


ite changes. 








142 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


Senator Magnuson. Well, I wouldn't quite say that they have « 
much different procedure. 

Mr. Manuey. I mean, up until the time that a protest is filed. 

Senator Magnuson. Yes. Now, what about that 4 

Mr. Mantey. Frankly, Mr. Chairman, there is no machinery set up 
for the hearing because there is no rate regul: avory body in the Te: 
ritory of Alaska. 

Senator Macnuson. No, there doesn’t exist by law a rate regulatory 
body. There doesn’t exist, as I understand it by practice of the Alaska 
Railroad, any procedure for determining whether a rate should bi 
changed or not: nor is it pract iced, is that correct / 

Mr. Maniry. That is correct. 

Senator Magnuson. So in effect what you do is raise or lower a 
freight rate, or change a rate. Then you publish notice that on such 
and such a date it takes effect. 

Mr. Maniey. Except that if we were to publish a rate increase with 
the statutory notice as provided between the publishing date and the 
effective date, of course, every shipper in Alaska would have re 
course to the Secretary of Interior to protest such a rate. 

In fact, just that thing was done some 4 years ago, 5 or 4 years 
ago, at which time the railroad, because of a general rate revision put 
out, what was in effect, a relatively small general rate increase and 
the protest came from the shippers to the Secretary of Interior, and he 
held in abeyan e the rate change and told us to proceed with the rate 
revision or the equalization of rates between Seward and Whittier 
without the benefit of this interim step. 

Senator Magnuson. In other words, he got some protest but you 
went ahead and did what you were going to do anyway / 

Mr. Maney. No,sir. 

Senator Magnuson. You didn’t / 

Mr. Manury. He got the protest and directed the railroad to hold 
in abeyance this general temporary increase which we planned to put 
in to give usa floor from which we couk 1 compute. 

Senator Macnuson. Held in abeyance awhile and then put it into 
effect ? 

Mr. Mantey. No, sir 

Senator Macneson. You didn’t ? 

Mr. Mantery. No, sir. Actually, the step that was contemplated 
was the equalization of the Whittier versus Seward rates. 

Senator Magnuson. Wasn’t that put into effect ultimately ? 

Mr. Mantry. Yes, that is right, but the —— 

Senator Magnuson. Yes. 

Mr. Maniey. That particular step resulted in a rate decrease to 
the commercial shipper. 

Senator Magnuson. What I am getting at is the point that there is 
no procedure when you determine to change a rate, for me, or any 
citizen, or shipper, or anyone else to come in and make a protest and 
have the matter heard before the decision is made, is that correct ? 

Mr. Man ey. With the exception of the protest to the Secretary of 
the Interior. 

Senator Magnuson. Well, the Secretary of the Interior would have 
to override what vou have already decided to do, isn’t that correct ? 

Mr. Man ey. That is correct. 
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Senator Magnuson. In other words, after you have made it and 
pe lished that it is going to be made, then if I didn’t like it I could 
‘the Secretary of the Interior: then if he wanted to overturn you 
be out here in the field he could do so. 
Mr. Mantry. He could overturn it. or he could suspend the rate 
proposal. 
Senator MAGNUSON. Yes. 
Mr. Maniey. Pending further hearing. 
Senator Magnuson. That is, of course, a good example of the old 
liché of “locking the barn door after the horse is stolen.” 
That is what we want to get at: there is no wav. 
Now, if you would follow ICC practices in Alaska then vou would 
ave to follow a much different procedure, would you not, in rate 
hanges prior to the time the decision is made ? 
Mr. Manury. Well, I don’t believe, Mr. Chairman, it would be too 
ferent up to the point where the hearing is done. IT mean, it is true 
that if a rate is published, or if a rate is proposed there is a waitin 
eriod during which protests may be filed to the Commission, and the 
(‘ommission, if it deems fit, can suspend any rate proposed, rate 
mange. 
Senator Magnuson. Oh, sure, you can always go back and change 
I am saying before this is done. In other words, this is like saying 
toa defendant, ‘ ‘We are going to give you a fair trial before we hang 
Nir. MAN Ley. Justa little bit. 
Senator MaGNnuson. Yes, just a little bit like that. That is what 
[ am trying to determine. I don’t say this is your responsibility, but 
-are trying to get the proc edure. 
Me Manuey. That is right. 
There is, if I understand your statement correctly, not a formalized 
hearing procedure. 
Senator Maanuson. In other words, there is no op portunity for the 
pe ‘ople who are affected to come in and have their s uy and present then 
rguments on a question of rate changes. In other words, they are 
nade by the Alaska Railroad, and then you tell the public they ar 
made. Isn’t that what it isin effect ? 
Mr. Manury. Well, they are 
Senator Macnuson. Sure, they can always write to the Secretary 
f the Interior and Bob Bartlett and Senator Magnuson, or anybody 
se, but so far as the Railroad is concerned, they make the decision to 
hange the rates, isn’t that correct / 
Mr. Mantry. That is correct ; yes, sir. 
Senator Magnuson. And then they say to the people up here, “We 
ive so made this decision.” Isn’t that correct / 
Mr. Mantey. And this will be the effective date. 
Senator Magnuson. Yes. You can put that into effect in 48 hours, 
f vou wish, or 30 days or 60 days, if you want to, isn’t that correct 4 
Mr. Mantey. That is right. We have the legal authority to put it 
n immediately. 
Senator Magnuson. Immediately, and in some cases you have done 


of 


Mr. MANn.teEy. No, sir. 
Senator Magnuson. You haven't ? 
Mr. Mantey. No, sir 


al 
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Senator MaGnuson. I t wmought I heard “OMe testimony that some 


times it is done in 48 hours. 

Mr. Maniey. I know of no increases in which we have not pro 
orn Lit w 1 the statutory DU day period, 

Senator MaGnouson. You people are probably aware, at least you 
sho ld be aware of the Pact, that the people in Alaska would like al 
hance to be heard on t hiratter by fore you make a decision so that 
you migit get the ben it of their opimion. Whether they think the 
rate change is good or bad for the economy, for the shippers, or for 
Chie Pub ‘ You are aware of that, I am sure, in the Management of 

ae ee 

Mr. Mantey. Y¢ ! 

Senat VWaGnuson, But you have never adopted any procedure 
i Cou Olul tarily carry out that desire of the people Ol 
\daska. isn’t that ‘orrect ¢ 

Mr. Mantey. Well. Mr. Cha rman, speaking—— 

Senator MaGnuson. You have the right not to. 1 understand that. 


olt, 
rv Magnuson. Under the way it is now, but you haven’t vol 
ntar y adopted procedures which would illow, to put It bluntly, thi 


people oO; laska to have their say before vou clo mike the clecis On, 


Mr. Manner. That is correct. 
tor Magnuson. Yes. Well, I needn't ask you whether vol 


think that is good or bad procedure because Tam sure that you would 
think ait would not be good procedure. 

Mr. Manuey. That right. Ifa rate regulatory body were t 
(p]} l\ to il] means of Transportation, it could Ont result in YOOU 
Phat, of course, is my personal opinion 

Senator Magnuson. Let me ask you this. You people wouldn't 

l having the ne type of procedure to which stateside railroads 
ire sl or any public utility is subject, so that the people could 
ippear and he hen ‘ Would you mind sOMme procedure like that 6 

ir. Manney. Ia \ little confused as to whether or not | have the 

O rthat question. 


Senator Magnuson. What about you personally, would you mind it 4 

Mr. Manuey. Personally, I would welcome a rate regulatory bod) 
that would apply to all intra-Alaska carriers and interline. As il 
latter of Tact 


Senator Magnuson. IT would think it would make vour job a lot 
easier. 

Mr. Manzey. Yes, sir: it would. 

ssepntcol \I \GNUSON, Tancle ra reoulatory procedure, once vou have 
decided on a rate change, everybody is allowed his say. You have 


had consideration of the effect on the economy, the effect on the ship- 
pers, and the citizens. Then when you make your decision to change 
rate, at least you have given everybody a day in court. 
Mr. Mantey. That is correct. 
Senator Magnuson. T think that would make your job a lot easier. 
nd surely no one contends that vou shouldn't make vour own de 
] t 


cisions concerned with the duty in operating the railroad. and your 
duty to the people of Alaska where the railroad exists. But surely 





t 
ti 


ive 
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t would make your job easier if those interested had the chance to 
participate in everything leading up to making that decision. 

Mr. Manuey. Yes, sir; I am sure that it would make our job a lot 
mpler if the rate structure of all carriers operating in Alaska were 
ubject to scrutiny. 

Senator Magnuson. And that is, I think, the solid basis of our 

regulatory laws in the States on public utilities, and we have not only 
pplied it to the railroads, but to other public utilities. 
Sometimes there is a lot of delay. Sometimes there may be a lot 
f testimony and protests that might even be capricous in their nature, 
nevertheless the yoht to a fair hearing is basie in America. 
Everybody has aright to stand up and be heard. 

Mr. Mannry. That is meht. 

Senator Magnuson. I have no further questions except, that I can 

c you to answer some of the complaints that were made here about 

ruckers being told they better get too big or else, Do you know 
vthing about that / 

Mr. Manney. No,sir. Incidentally, 1 know Mr. Gagnon quite well. 
as unaware of that. 

Senator MaGnt son. And about the excess « harges for private truck 
onthe dock at Seward ? 
Mr. Maniey. Well, we would like to have the Alaska Railroads 
en terminal tarit compared with. we will] Say, the local tariff of 
ldez, which is privately operated, and operated almost exclusively, 
r the benefit of truckers. 
Senator Magnuson. What is that comparison ? 
Mr. Manney. I think the committee will find that by and large, 


i the exception of a few items higher on one side and a few items 


her on the other, that 1t is almost identical. In fact, the item of 
Valdez terminal tarvf. 

would also like to have the allegation that our local terminal 
S probably our most luerative venture checked into. And. 1 
Gs | ain sure if will be available for the committee be 
| Accounting Ofiice is pres ntly 

Senator MaGnwuson. They must have it. 

Mr. Mantery. Going over that phase of the operation. 
Senator Magnuson. Well, is it lucrative ? 

Mr. Manuey. We are a little dubious as to whether it is compensa 
ry or not right at the present time. That is, the local terminal tariff. 
Senator Magnuson. That isthe Seward ? 


Af.. / \’ 1 ae a ° | 
Mie. Manney. Yes.sir. We will know shortly: we will know im the 





reight n.o.s. is identical with the 
We 
rit 


‘ause the Gen 


ivse of another month. 

senutor M AGNUSON, How many freight solicitors do Vou ein] lov? 
Mr. Manner. We have 3 in Alaska and 1 and a fraction in Seattle. 
Senator Magnuson. One anda fraction ? 

Mr. M ANLEY. Yes, sir. One is a combination man that takes care 
certain station duties. 

Senator Magnuson. What does he do? 

Mr. Manney. They largely act as information agents to the shippers. 
e get a tremendous amount of solicitation on the part of shippers 
10 call our Seattle office asking for local information up here. Ilow 
ley Can ship ¢ Whether it can be discharged at a certain point ? 
here are many shippers shipping to Alaska who do not have an inti- 


\\ 
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mate knowledge of the freight-handling facilities in the Territory, 
espec ially if you get out of the larger towns. , 

Senator Magnuson. Do they ‘work the docks? Does that fellow 
work the docks down there in Seattle 2 

Mr. Mantey. Beg pardon? 

Senator Magnuson. Does he work the docks? Does he go down t 
the ~~ sand see what is loaded down there # 

Mr. Maney. Yes, sir; we expect him to. 

Senator Magnuson. With a little pad and pencil, and says wher 
this 1s FON and then lets you fellows know ? 

Mr. Maniery. I would presume that he does just exactly what 
freight solicitor does tor any carrier that is attempting to operate a 
tL common carrier, 

ator MaGnuson. Yes. 

Now, do you solicit any business by phone ¢ 

Mr. Maniry. I couldn’t answer that question personally. I woul 
prestime we do. 

Senator Magnuson. I mean, call Seattle and Portland, and thos 

het ports ( 

Mr. Manxuey. Oh. no: not from Alaska. 

Senator Magnuson. They are the local people / 

Mr. Manury. Yes. 

Senator MAGNUSON. But you don’t down there / 

Mr. Mantey. No. sir: that would be- 

Senator Magnuson. You just work through this one and a fraction / 

Mir. Manitey. Some cd: Lys he is two. 

senator M \GNUSON,. Some d: avs he iIstwos TT; ave you ever discussed 
with the present manager, or any prior manager of the railroad, what 
a general policy would be on the railroad regarding rates, and the 
criterion of fixing rates 4 Wheth r you should try and make a profil 
or break even, being a Government operation 4 

Mr. Maniey. The General Manager has indicated that—and again 
[I must point out that since 1947 the railroad has taken into account 
the depreciation for the replacement of equipment. 

The present General Manager, and Iam sure that I am reflecting his 
attitude, has indicated that there must be a net after depreciation to 
provide for a constant improvement program. In other words, a rail 
road nowadays just can’t stand still. 

Senator Magnuson. Is this on the whole operation, or just each seg 
ment of the operation 4 

Mr. Mantry. The whole operation. 

Senator Magnuson. In other words, it is your policy now, as I 
understand it from what you say, generally speaking, to try and keep 
enough profit so that you can use it for matters of rehabilitation ? 

Mr. Maney. That is correct, raising the standards of maintenance, 
acquiring new a nt. IT mean, normally, depreciation does not 
make you whole, because when you retire flatears that cost $4,000, you 
find, inthe present market, that they cost $10,000 to replace. 

Senator Magnuson. And, of course, you would be out of the woods 
now on the dormitories and hotels, and messes, is that correct ? 

Mr. Mantry. Largely so: ves, sir. 

Senator Macnuson. Because on that you went in the hole $561,000 
in 1954 # 
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Mr. Manrery. That is correct. We are not entirely out of the hole 
mn the section messes, though. , 

Senator Magnuson. That didn’t include the repairs, depreciation, 

‘administrative — 

"in Mantey. No, si 

Senator MaGNnuson. —— how many employees do you have on the 
railroad ? 

Mr. Manriry. Our summer average now approximates 1,800, and 
ur wintertime operating forces will drop to around 1,450 depending 
n climatic conditions and the snow-removal problem. 

Senator Magnuson. How much surplus property have you gotten 
ree of charge ¢ 

Mr. Mantey. I believe I have to call on Mr. Radke to analyze the 
iccounts. , 

Senator Magnuson. Roughly? 

Mr. Maniry. They say $10 million. 

Mr. Ranke. That is a guess, purely a guess. There has never been 

ninventory. 

Senator Magnuson. Would it run around that ? 

Mr. Rapkr. I don’t know. 

Senator Magnuson. That wouldn’t be far off, would it ? 

Mr. Rapke. Probably wouldn't; no. 

Senator Magnuson. That is added to the $164 million ? 

Mr. Rapkr. Yes. 

Senator Magnvuson. So you are starting out with $164 million to 

in ag railroad ? 

Mr. Rapke. Yes, sir. 

a, Magnuson. Of Government money. 

I don’t know whether you can answer this question. In making 
ates where do you put the emphasis? On the temporary advantage of 
| fiscal year when you have to report tous? Ordo you look at it for the 
ng pull in the economy of Alaska even though you might have to 
ome to us and say, “We didn’t quite make it this year,” or do you look 
t it from fiscal year to fiscal year ? 

Mr. Mantey. We have looked at it on the long pull. T think that is 
borne out by the fact that since 1946 there have been these comparisons 
vith stateside railroads. 

Senator Magnuson. John, I don’t think we should talk too much 
ibout stateside railroads because there can’t be any comparison. 

Mr. Mantry. No, sir; there isn’t in one way, and yet the stateside 
railroads were faced with rising costs. 

I Senator Magnuson. Oh, yes; I agree they all were faced with rising 
osts. 

Mr. Mantry. And equipment costs. 
: Senator Magnuson. Equipment costs? 
; Mr. Maniry. There are equipment costs. 

Senator Magnuson. I don’t think you can make too many valid 
omparisons except cost comparisons. 

Mr. Mantey. Our present. rate structure does not contemplate, I 
im sure, the payment of interest to the Treasury. 

Senator Magnuson. Have you ever, in making rates, taken a look at 
() our rates when you are thinking about making a change, and dis- 

ussing a change, found out what the trucking rates were competitive- 
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wise, and using that asa part of the discussion as to whether or not a [ 
change should be made / 
Mr. Maniey. In some instances, although there are relatively few | 


of the truckers in Alaska from whom vou can obtain the taritl. From. 


ie Alaska Kreroh [uine vou can obtain a tarilf, and Grarriso} 


Ia berth L hes, I believe that there proba l\ aren't more than tor 5 
Senator Magnuson. The rest of them refused to give them to you’ 


I mean. have you asked for them and been refused, or haven’t you 


] 1 4e,) 4 my # 


even asked for them 

Mr. Manuey. I don't know whether they published them or not 
We have been unable to acquire them. Mr. Kunz could probably 
answer tiat questiol 

Mir. Kunz. While we are on the record, Mr. Chairman, for tariffs 
we know we have received taritis from only four, L beheve. So fara 
I know, no other trucker issues a tariff, 

Senator Magnuson. IT mean, vou have asked them for taritls / 

Mr. Kunz. Yes.sii 

Senator Magwuson. But only four have res] onded 7 

Mr. Kunz. I believe four is correct. 

Senator Magnuson. Are those flour used when you sit down te 
GISCUSS rate changes / 

Nie. IX N 7 Y ~ 

S tor Magnus (nt DRSIS Of COMpe#Ition 4 

Mr. Kunz. Yes. sir. 

senator \I \GNUSON, Now, vhat about lettn a these fellows On th i 
dock at Seward, or shall we look at the movie / 


Mr. Maniey. Well. I think that looking at the movie would prol 
ably be constructive, Mr. Chairman, and I would be perfectly willing 
to talk about it too. 

Well, | think Ww ouelit to. Well, it is al right 


senatol ViAGnus Ar 
I think, if you have something to say about it 


The « maroe has hee } made here, ind | think it is ONT fai that if Vol 


rh thino tr alyoy 1 ly: 1 rl ld +) | Yo es 
ave somMerning tO sav avout It that you should speak Up. Ou CAL 


Mr. Manvey. That is right. The charge by Paul Gagnon is not 
new charee. | Pact. | don't know if it ore@inates with him. Perhap 
it does. It has been made in Washineton by Mr. Welliver, of th 
American True rine \s oclation Institute, | believe. 

The facts are sunply rnese, Mr. ¢ hairman. The city dock Was built 
in L917, at which time there were no highways in Alaska. There wa 
no necessity to build a doek which would support offtrack equipment 
The present Army dock was built in 1939 or 1940. It was built as 
wartime measure, It was built quite light, especially under the ware 
house, with substandard piling. And, it is the position of the railroa 


that the dock structure will not support a large over-the-highway cat 


rier going on the approach of the dock, and on the apron of the dock 
where there are no track structures now. 

It istrue that vou shall see pictures which will show you a locomotiv 
welghing 120 tons, and a lone series of gondolas and /or flatears beins 
loaded, but those cars are all on tracks and the structure beneath thi 
dock is placed specifically to support those tracks. 

Personally, as long ago as during the war, I saw personnel on thi 
city dock, which we have just torn down this year to make way for thé 
new structure, try and operate, a “cherrypicker” across the apron ot 
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he dock, and the “cherrypicker,” driver and all, disappeared, the 
my thing left was the top of the boom sticking through. 

As recently as 2 or 5 years ago, when there was an operation up 
ere Which required the removal of vans on the Army dock, the only 
nanner Which they could be lifted by, was the utilization of a crawler- 
type crane. We tore the top of the dock off and put in a pad which 
vould support this crane when it was removed from the area imme 
liately adjacent to where the rails were sitting. 

A railroad dock is exactly the same as a railroad trestle; it is built 
to support a very concentrated load, which is supported by a relatively 
oncentrated width under the rails. 

Senator MaGnuson. That is the condition in the past. Will this 
changed now with the money we gave you to change the dock down 
there 4 

Mr. Mantey. Yes; it is. 

Senator Magnuson. And these trucks can come right on ? 

Mr. Manuey. That is correct. I doubt very much if the trucks 
vould be allowed to go under the hook oft the vessel because they are 
iot allowed to go under the vessel on Pier 42. 

Senator Magnuson. But I am not talking about that. The dock 
vill be in shape now to operate all types of trucks that will operate 

1 Alaska, is that correct ¢ 

Mr. Mantey. That is correct. 

Now, I know the testimony made is that on our new dock there were 
ruck berths for four small trucks. We have provided truck berths 
for trucks that are as large as any the American Trucking Institute 
illows on the highway. 

Senator Magnuson. Why do you limit to four? 

Mr. Manury. We feel that some of the freight should be, since it 
sa railroad dock, a railroad-constructed dock, even though with Fed- 
ral funds, that there should be some room for the railroad to load 
freight cars. 

Senator Magnuson. How many spaces do you have? 

Mr. Manirey. We have spaces for seven boxcars to load on that, 
ind that is made seven boxcars by virtue of the fact that we have al 
located space to this truck ramp. 

Senator Magnuson. I don’t get this. What percentage of the space, 
vhen the new dock is all ready, or the new dock now for these truck- 
ers, is for these truckers as compared to the railroad ? 

Mr. Mantey. I would say—— 

Senator Macnuson. A fourth of it? A third of it? 

Mr. Mantey. I would say four-sevenths would be used, would be 
itilized for any trucks. 

Senator Macnuson. Any trucks can come in there ? 

Mr. Mantey. That is correct. There will be no weight restric- 
tions or size restrictions. As a matter of fact, we have this new truck, 
13 feet 4 inches, that the trucking institute is talking about. 

Senator MaGnuson. Did you consult with the trucking groups in 
planning the dock, or the type of dock ? 

Mr. Manury. We checked with the trailer building organizations 
to get the dimensions. 

Senator Maanuson. So this complaint need not occur in the future ? 

Mr. Mantery. I think not, with the completion of the new dock. 

Senator Magnuson. Well, I hope the truckers hear that back there. 








150 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


Now, the wharfage. The question of $7.50 per ton as compared to 
$2.60 in Seattle; 1s that correct ‘ 

Mr. M ana [ think that is largerly correct, but includes handling 
I think the terminal charges in Seattle, as far as Pier 42, are now 
1314 cents for wharfage and handling. Ours run higher, largely 
because of the fact that the operating conditions are entirely different 
in Alaska. 

Senator Magnuson. Well, you say that it is doubtful whether you 
are doing very well w ith the dock itself financi: ally. 

Mr. Manuery. That is correct. 

Senator MaGcnuson. Seven for you and four for the truckers, that 
is 11 total. Four-elevenths would give them—that is pretty good; 
they get over 45 percent of the dock with four-sevenths. 

Mr. Mantey. Yes. Well then perhaps 

Senator Magnuson. What about the complaint that private truckers 
can only use it during certain times of the day ¢ 

Mr. Manury. That is correct. I would like to correct that, that is 
four tractors. Well, I presume 

Senator Magnuson. Well, you said you have 7 spaces and they 
have 4, that would be four-elevenths of the dock. 

Mr. Mantry. Yes, sir. 

Senator Magnuson. Well, anyway, you are going to give them a lot 
of space. 

Mr. Mantey. Yes. 

Senator Magnuson. All right. 

Now, the hours they work. 

Mr. Mantry. When the highway was first opened and we opened 
the Seward local warehouse, or the warehouse from which truckers 
haul freight in Seward as the Seward local warehouse is called. 
Freight comes into Seward as a local shipment. As far as the rail- 
road is concerned, it is a local water shipment. It is exactly—it has 
exactly the same status to the dock operator which, in this instance, 
is the Alaska Railroad, as a shipment to other Sewardites. We al 
ways, in the past, have historically treated those the same way as 
ports on the west coast. The ports of Seattle, they work from 8 un 
til 5. 

When the highway was first opened up, and was brought through, 
the Seward warehouse was open 24 hours a day, and the cost just 
soared astronomically. Many times from the period of midnight to 
6 a.m. we would get one truck calling to load freight. Sometimes 
we would get no trucks, and so in the interest of economy we abolished 
it. In fact, we cut it back to where the trucks would normally be 
served during exactly the same hours that they would be served at 
pier 42 or pier 50 in Seattle. And if they did want to come in after 
the normal hours that they would pay a surcharge, which simply 
made the railroad whole on the overtime differential. 

Senator Macnvson. Which was 50 percent, is that correct ? 

Mr. Mantry. That is correct; yes sir. 

Senator Macnvson. Can’t you work out a little better arrangement 
for them down there after hours, a little cheaper? Don’t you think 
you could do that ? 

Mr. Manury. The dock is manned by the Longshore Union in Sew- 
ard. It happens to be the ILWU, and all the time after 3 p. m., if 
they are called in the morning, is time-and-a-half time. I don’t know 
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hand, Mr. Chairman, of any dock in Seattle which will allow 
wks after 5 p.1 
Senator MaGnuson, I don’t care what they do in Seattle; Tam tr 
¢ to get something up here. 

Mr. Manuiry. Well, of course, they are fighting the 
e are, Mr. Chairman. 

Senator Magnuson... 1 don’t know the details. but it seems to me 

ul could work out something that would be a little more convenient 
wv these truckers consistent with what the union has and the sur 

irge; particularly with your new dock, and particularly in view of 

fact that your tonnage is going to — gradually. 

Mr. Manztey. Perhaps we could, sir, if they would say, “Now, we 

I] guarantee vou that 7 number of vans will take fre ight iii th: at 
me.” But to hold the thing open and pay a minimum 4-hour call to 
ad out one van places the whole operation certainly in the red. 

Senator Magnuson. Yes. And we have the same problem with 
istoms coming ene Puget Sound. 

Mr. Maniry. Yes, si 

Senator Magnuson. But we have sort of gone halfway with it and 
orked it out where there could be some part time on some of these 
iifts. It is a problem, I understand, on hours, for the people that 
re working, but prebably you could do something to work that out 

Now, what about the freight at Portage?) Why can’t they pick up 
freight at Portage ? 

Mr. Mantey. Mr. Chairman, I checked, and it was the delivery of 


same COsts a 


freight. 

! Senator Magnuson. Yes, delivery of freight ; that was it. 

Mr. Manury. I checked on that. ‘To the best of my knowledge, and 
| stand ready to be corrected, Mr. Gagnon must have been talking of 
when freight was delivered to a point which we call the West Spur, 


hich is not properly of Portage, although it is in the Portage yard 
limits, its mileage 62.4. This last spring and summer that spur was 
removed. It was the only spur down there on which there were end 

imps available, and with the removal of that spur we simply ceased 

) operate at Portage, not necessarily just for Whittier, but for other 
points. The station itself is largely an O. S. station because it is a 
unction with the Seward main line. 

It is true that we handle freight. And this again I am reporting 
t as it was related to me over a very hurried conversation over lunch 
me, but we simply removed the spur. I doubt whether the spur was 
removed to prohibit any one carrier from utilizing the spur. 

Senator MaGnuson. It is probably a question you couldn’t answe: 
nyway. I have no further questions. 

Senator Scuorpret. | have very few questions, sir. 

You say that when you h: mdle or provide a taril change you give 
le statutory notice. There was some testimony here that it was in 
tant almost, or within a matter of hours. I think some reference 

is made to 48 hours. As I understood your testimony, you said that 
you do not have a recollection of any of those changes going in under 
ie 30-day period. Now, did I misunderstand you on that 30-day 
otice? 

Mr. MANtrey. No, sir, you did not misunderstand me. I think with 
our permission I would like to have Mr. Kunz answer your question. 

Senator Scnorpret. That is quite all right. 
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Mr. Man ey. -As he issues the tariffs, he has more intimate knowl- 
edge. 

Mr. Kunz. Our changes are made for decreases on 10 days’ notice, 
and on increases on 30 days’ notice: 10 day s’ notice for decrease is pro 
vided in the act for Alaska for rates in Alaska. It is different than it 
is in the Act that provides changes in the State. We try to follow 
that as closely as we can. We are not required to, but we do because 
we think it is proper to vive as much notice to have the tariff in the 
hands of the public long enough so, if there is anything they want 
to object to, that we could make the ee 

There have been occasions where we have made changes on 1 day’s 
notice. We have atte nipte “ito clear | dl: Ly notice or short-ch: ange notice 
through ICC, and we were turned Co k on that because they have no 
jurisdiction. nar say, “You will have to be your own authority on 
that.” They can't vive you authority. 

so sometimes we es ht nake | change on | day's notice for a reduction 
on some small commodity, and nothing of any major importance. 

Senator ScHOEPPEL. In other words, that shorter period involved 
in your change would be an outside exception rather than any rule, 
but you have adhered to your 10-day notice, as I understand, which is 
statutory under your Territorial arrangement here ? 

Mr. Kunz. Right. 

Senator ScuorrrenL. And that you are handling? 

Mr. Kt NZ. For decrease. 

Senator Magnuson. Yes, that is for decreases. Now, what do you 
do on your increases ¢ 

Mr. Kunz. Give 30 days’ notice on all increases. We have made 
exceptions to that rule, too: we have made them on 10 days’ notice. 
We have made them on 1 day’s notice, but not on anything of any 
Importance, it has always Sov minor items changes. 

{ think you will find hardly any place in our tariffs where we 
have made a tariff change of any importance that wasn’t given before 
notice. 

Senator SCHOEPPEL. Now, I understand that you—excuse me. 

Senator Macnuson. Well, the only thing I wanted clear—you have 
given notice of what you decided to do? 

Mr. Kunz. No. IL would like to clear that. We do not give notice 
of what we intend to do. We don’t give notice at all in that respect. 

Senator Macnuson. No? 

Mr. Kunz. All we do is publish a tariff. 

Senator MaGnuson. After you have decided on it ? 

Mr. Kunz. Yes. 

Senator Scuorrren. | was going to come to that. I was going to 
say that in your publication, within the time limited in your notices, 
then you publish the determinations which you have made ? 

Mr. Kunz. That is correct. 

Senator ScHoOEPPEL. Yes. 

No prior notices having been given before that, however ? 

Mr. Kunz. That is right. 

Senator Scnorpret. No consultation before that as, I under- 
stand it? 

Mr. Kunz. Generally not: no. 

Senator Scnorrret. Now, | understand that you also have tendered 
for filing, with the ICC, your tariff schedules. 
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e 


Mr. Kunz. Yes, sir. 
Senator SCHOEPPEL. On a number of occasions. And that has been 
refused under the guise, and on the basis, as they view it. of no juris 

liction, isthat correct 7 , 

Mr. Kunz. That is partially correct. 

We do file our tariffs with the Commission for information purposes. 
They will not accept them for any other type of filing, and we are not 
permitted to use an ICC number on our tariffs because they have no 

irisciction. 

Senator Scuoerrrer., T wanted to clear that point up, as I under- 
tood, in discussing the matter with some of the ventlemen who were 
| the trucking business, They were wondering about that. 

Mr. Kunz. Yes, sir. 

Senator Scuorrret. And I presume that your feeling on the matter 
ndividually, because it is a policy determination matter, would be 
mewhat like the gentleman who just finished testifving here. That 

ould probably relieve you of some headaches if vou did hay 
Commission or some agency that you could obtain equitable treatment 
mn all these troublesome matters. 

Mr. Kunz. It seems rather odd to ask for regulation, but that 

yopinion. It would be much easier for 


some 


is 
t us, if we were reeulated on 
ir tariffs, to go ahead and publish tariffs. 

Senator Scuorrren. The way it is now, of course, the Secretary 

the last resort. und as the last resort. probably occupies a position 
that the ICC occupies. 

Mr. Kunz. Yes, sir. 

Senator Scnoreprer. There, I presume even in this instance that I 
will mention. you could have recourse to the courts. In other words, 
luring this period of publication time a trucker who considers himself 
in a disadvantageous condition or grief could make an application, 
or take it up with the Secretary directly. Either in the judgment of 
the Secretary he could suspend it or he could have a further discussion 
on it, or he could completely nullify the action taken by your railroad 
flicials in your operating capacity. I think that was clear in the 
record. Then I presume he could go one step further, and if it was 
bad, he could probably Yo in the Federal court and enjoin the Secretary 
on a recommendation to do that. I den’t know, and I will have to 
check, but I presume in the extreme case that wuold be sometimes 
ipplicable to going to the courts in the matter where an ICC deter- 
mination has been made. 

Most of these other questions, that I had in mind before, have been 
cleared up with your questioning of the gentleman testifying her 

One particular phase of this thing has been cleared up, to me, by the 
ontract that was offered in the record yesterday, the lease arrange- 
nent. I understand that there is practically 50 percent consideration 
civen to any others who might want to come in there. 

Mr. Kunz. Yes, sir. 

Senator SCHOEPPEL. Well, that looks to me on the surface to be very 
fair. because vou are hot ovine thy th an exclusive, nnd it d IOS illow 
ae opportunity for expansion there. and for additional int ted 
arties who eould come In. 

Mr. Manrry. Yes, sir. 

Senator Scnorprrn. T don’t think T have any further questio 

Senator Maenuson. Delegate I 


1 
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Delegate BarrLerr. No questions, a ank you. 

Senator Magnuson. I believe our General Counsel wanted to ask 
2 or 5 questions. 

Mr. Peviecrinti. Yes. 

In the agreement between the Alaska Steamship Co, and the Alaska 
Railroad there is a provision, section Zs for the establishment of a 
through single-factor rate. Does the Alaska Railroad and the Alaska 
Steamship Co. have legal authority under the laws that exist today to 
establish such rates, or would you have to come to Congress to clear 
that up’ There have been some questions in that regard in the past, 
have there not / 

Mr. Manzey. That is right. In the third paragraph of that section 
it says, “All such rates and any rules or agreements relative thereto 
shal] be subject always to the lawful orders, rules and regulations of 
the regulatory bodies having Jurisdiction.” 

There is quite a lot of question as to whether the ICC would control 
those rates. 

Mr. Peniecrini. Well, there is some question as to whether or not 
a through rate can, in fact, be set hs i the water carrier, or by 
yourself, is there not, as a matter of law ? 

Mr. Maniey. That is correct. 

Mr. Petiecrinit. Now, what, if any, statutory or legislative enact- 
ment or legislation might be necessary to cure that? Do you have any 
reconmmendations or thoug! 

Mr. Manrey. I don’t know. In line with that you will notice that 
I presented in that set of tariifs that I presented to you, I believe you 
will find our 5—M tariff as a memorandum tariff, which is large ‘ly the 


1 


result of the question of Whether through rates could be pub lished, 


4 — / 
its at this tin 


which will include the r: rr ls portion. 

Mr. PELLEGRINI. W e IL. sa matter of fact, your 5—M tariff is going 
to be attacked on that sui fact, that it does constitute a through 
rate, isn’t that accurate ? 

Mr. Kunz. I think that would be accurate, yes. 

Mr. Peviecrint. Now, if your 5—M tariff : should not stand up under 
that basis. then under this agreement thi: ww you have with the tre uns hip 
company or the Alaska St eamship C 0. you would need some legislative 
enactments to cure that situati on, woul d you not ( 

Mr. Kunz. Yes, sir. 

Mr. Man.ey. I think that question has bee 1 raised by both— - 

Senator Magnuson. The committee is very much interested because 
it will come to us, 

Mr. Mantry. It hasn’t progressed to that extent to know actually 
what would be required. 

Senator Magnuson. The letters from the Secretary of the Interior 
to the app ylicants are here for anybody who wants to look at them. 
They attempt to point out their so-c alled reasons for making this 
lease in that letter to the Alaska Steam. 

Mr. Petiecrint. Under the agreement to operate the trainship the 
railroad is to furnish the cars, are they not, all of the railroad cars? 

Mr. Mantey. No, sir, not all of them. 

Mr. Petiecrini. Are they to furnish all of the cars that have to go 
in the railroad pool for cars withdrawn in the course of operation 
from that pool ? 
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Mr. Mantey. No, sir. The — furnishes those cars neces 
iy for the loading of local Seattle- Alaska rail-belt shipments. Un 
r the agreement, in other words, it was assumed and it was assumed 
ee I think. on account of meetings between the present carriers 
that would be involved in this, that they did not wish to commit their 
ars to movement beyond Seattle to Alaska unless they obtained a line 
ul on it. In other words, they wouldn’t want their cars to go down 
»a Wholesaler in Seattle and have a Great Northern carload proceed 
» Alaska and remain in Alaska perhaps for a week or 10 days before 
eturning, When they would receive nothing other than the switching 
irge from the zone in which it was loaded. 
Mr. Penxiecrint. If any railroad cars are withdrawn from that pool, 
ould the Alaska Railroad have to furnish those cars to be placed in 
the pool again ¢ 
Mr. Mantey. At present the Alaska Railroad does not anticipate 
desire that their cars would enter into interchange with any of the 
iteside railroads. 
Mr. Pettecrrnt. You don’t expect to have any interchange then in 
ie course of these operations / 
Mr. Manuey. That is correct. 
Senator MaGnuson. | thought you said that was one of the reasons 
you made the agreement, that the other fellow was thrown out 
ecause he didn’t have that kind of agreement with stateside rail- 
! 
oads 4 
Mr. Mantry. No, sir. I think the statement was that when you 
ked if a seatrain operator needed anything from the Department 
Interior to come to Alaska. 
Senator Magnuson. You said that kind of an agreement. 
Mir. Mantry. It was said that he would need an agreement whereby 
\laska railroad cars would be used in the local Seattle-Alaska trade. 
lie would probably have little diffic ulty in obtaining cars from the 
Santa Fe for instance, coming from Chicago loaded in Chicago, or 
Milwaukee where they got a long-haul arrangement. 
Senator Magncson. Didn't you say one of the reasons that the othe: 
pplicant didn’t have such an arrangement, or didn’t propose 
h 
Mv. Mantry. None of the applicants proposed any cars. 
Senator Magnuson. Except Alaska Steam. 
Mr. Mantry. They propose at the present not to add cars to the 
tional car pool. 
Senator Magnuson. Excuse me. 
Mr. Peciecrint. That is all right. 
[ think that is a question, Senator, we will probably have to go into 
iter with the company. It is rather difficult. 
[ would like to ask a couple of questions on rates. 
With regard to your fixing of rates, do you take into account in 
letermining your rates, taxes paid or due or payable as if it were a 
private operation ? Do you take that into account in determining 
our profit or loss, or in fixing your rates ? 
Mr. Maney. No, sir. 
Senator Macnuson. Do you take interest on the investment? 
Mr. Mantey. No, sir. 
Senator Magnuson. On the $170 million ? 
Mr. Petieertnt. On $175 million. 
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Do ve u take into account depreciation 4 

Mr. Manury. Yes, sir. 

Mr. Pecircrint. Have you always taken that into account on fixing 
of your rates 

Mir. Manuey. It was taken into account in fixing of rates. Iam not 

l. and I don’t know whether anyone is left alive to tell you 

th: thre early days of construction up to 1993. I believe it was in 
}Q2°) en depre ation Was omitted from the accounting. It was 
reestab] hed in 1947. 

Mr. Penurcrint. Has the railroad made any study of the cost of 
moving part cular commodities before they fixed any rates on that 


qualifies ; 


Mr. Manuey. Yes. I think the railroad has made a cost study. 


In fact, I am sure they made a cost study. The accounting depart- 
ment made a cost study. They had little more success than the cost 
study which was conducted on the Erie Railroad for some 3 years to 
determine whether the coal rate was compensatory as a single rate 


Mr. Pecircrint. Would that cost study be available for the com 
mittee use ¢ 

Mr. Manrey. I don’t know. 

Mr. Rapke. It was made some time before I came here. 

Mr. Manzry. It was made some 5 years ago. 

Mr. Preeircrint. As far as you know then the rates are set on the 
overall result of the operation of the railroad, and on a competitive 
basis 4 

Mr. Mantey. That is right. 

Mr. Peiitecrint. Is that right ? 

Mr. Manuey. On the overall results. And then I would say they 
are prorated with regard to each other and to western classification 

Mr. Petiecrint. Do you also take into account the competition in 
the fixing oft that rate? 

Mr. Manury. I would think so; yes. 

Senator Magnuson. Sure, he said they do. 

What is your gross revenue a year ¢ 

Mr. Mantey. This last year it was $18,145,172.12. 

Senator Magnuson. Eighteen million ? 

Mr. Manrey. Mr. Radke can give you the exact figures. 

Senator Magnuson. I mean, general. 

Mr. Kunz. Total revenue from freight and passenger, $16,215,000 

Mr. Manury. Gross revenues are pretty close to eighteen, Mr. Chait 
man: itisin that statistical report. 

Senator MaGnuson. Well, if you were to take into consideration 
interest on your investment not at 8 percent, but 4 percent, or 3 percent, 
you would be broke every day, wouldn’t you, with that gross revenue? 

Mr. Manuey. That is correct. If we were to pay an interest of 
that rate. 

Senator MAGNUSON. Which the truckers have to pay. 

Mr. Maney. Well, that is perhapsona : 

Private indi try has to pay on capital invest 
contemplated you should do this, but these ar 
the facts, the cold, hard facts, the economic facts of the situation, 


Senator MAaGNuson. 


ment. | don't Ss) 


LLEGRINI, [have 0 Tturther que tions. 


Senator Magnuson. You would have an interest cost of 3, 4 millior 
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Mv. Manuey. That is correct. 

Senator Magnuson. At current railroad bond interest rates. 

Mr. Manury. If the interest were based on capital structure 4 

Senator MaGNnuson. Yes, yes. 

Thank you, Mr. Manley. I hope you don’t feel that we tried to ask 
ou questions that you couldn’t answer, because after all, you are 
peaking for the manager himself. IT am sorry he couldn't be here. 

Mi. Manuey, It isa privilege to be here. 

Senator Magnuson. You can tell him we will talk to him later. 

Mr. Maney. Fine. 

Senator MaGnuson. I think we will take a 5-minute break here, and 
hen we ave o%¢ Ine to hear about the fisheries, What about this airline 

hat wanted 2 minutes / 


Mir. Smith, you wished to talk to us a minute about airline situa 


\ir. SaMirn. Well, ves. It isthe intra Alaska. 
Senator Magnuson. Yes. 
Mr. Smiru. Yes: okay. 


Senator Magnuson. We will put in the record whatever you have 


STATEMENT OF MERLE K. SMITH, PRESIDENT AND GENERAL 
MANAGER, CORDOVA AIRLINES, INC. 


Mr. Sairru. My name is Merle K. Smith, and J am pres ident and 
eneral manager of Cordova Airlines, Inc., one of the nine certificated 
ra-Alaska airmail carriers. I sincerely appreciate this opportunity 
olne Deore this Important Senate committee, and while Iam spe ak- 
oo a enn) standpoint at this time, I am sure that many if 
ot all « he intra-Alaska carriers will concur in my statements to 

he committee, 
came to Cordova, Alaska, 18 years ago as a pilot for Cordova Air 


Service. I have been actively engaged in a management and pilot 
ipacity with 7 ene for that ecu an 18 months’ period 
luring World War II. sia compeny was Incorporated by the busi 


essmen of Cor rows in 1954 to fill an urgent demand for reliable and 
ife air service in this area, The company has operated in the Cop per 
River allan: eulf coast, and Prince William Sound are as of Alaska 
ince its organization. We operated with bush-type equipment until 
1952 when, due to the requirements of the CAA and our own desire to 
upply a more reliable type of service under instrument flight condi- 


: tions, we securced one DC-3 aircraft. 

Due to the large increases in business in our area caused by the 

} oil exploration developments at Icy Bay by Phillips Petroleum, the 

f leeds of the military in sup plying their remote radar sites, and a 

. vstematic development of the tourist a in the McCarthy-Ken 
cott area, a cael DC-3 was purchased 1 1953. Sinee 1952 the 


vrowth of my company has been ateadina For example, total 
, ransportation revenues including service mail pay imereased from 
$156,000 for the year of 1952 to $485,000 for the year ended June 30, 
955. During the same period, revenue ton-miles transported by Cor 
dova Airlines increased from 85,000 to 675,000. Revenue miles flown 
creased from 352,000 to over 636,000. 
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During that period we reduced our cost, our fares, by 30 percent 

I would like to emphasize that this tremendous growth was accom 
plished with no increase in mail pay from the Government. It shoul 
also be noted that Cordova Airlines pure hased Christensen Air Sery 
ice in early 1952 and absorbed all of its scheduled operations at no 
increase in mail pay from the Government. Despite the fact that al 
payments on the purchase have long since been completed to Chris 
tensen, the approval of the transaction has never been granted by thi 

Civil Aeronautics Board. In other words, 5144 years have gone by 


star this matter has still not been officially settled. Now the matt 
has been placed in the Intra-Alaska Route Investigation Case, and it | 
is gener: ally agreed that this case will last about 2 vears. It is my 
opinion that such a delay of over 5 years is not consistent with an | 
orderly development of Alaskan air transportation. 

In 1939 representatives of the Civil Aeronautice Board were sent | 
to Alaska and at that time advised us how the Civil Aeronautics A | 
of 1938 applied to our operations. After hearmgs in 1939 and 1941, : 


various Alaska carriers were awarded permanent certificates author 

izing the carriage of mail, but these authorizations were confined to 
instances in which carriers were authorized to engage in the trans | 
portation of mail in accordance with terms of star-route contracts 
which were in effect prior to August 22, 1938. Cordova Airlines at 
that time was awarded one permanent mail certificate. I have tried 
to point out that the Alaskan air transportation industry has made 
a remendous growth in these years since we have been put under thy 
jurisdiction of the Board. Tlowever, regulations and certification 
have not kept up with the pace of our growth. We have been con 
tinually plagued with the necessity of oper ating under temporary mail 
authorizations on most of our routes. This has made it difficult for 
us to obtain capital, to make long-range equipment plans, and t 


build permanent hangars and other facilities. All these factors are e 
necessary before the Alaskan carriers can become economically ef c 
ficient operators. t 


The Congress has recognized these drawbacks to the development of 
aviation and passed a bill providing for the permanent certification 


of many of the routes of the domestic local service carriers. I find $ 
it hard tO understand why the mntra-Alaska carriers were excluded f 
from the benefits of the bill. Whereas the local service carriers have a 


been in business only since the end of World War II, the m: ‘jor ity of 
the intra-Alaska carriers have been operating consistently since the 


early 1930's. p 
Senator Magnuson. There have been a lot of them that have been 
mergers. A lot of those feeder lines go back quite a ways. In many i 
occasions, some of them have been the result of mergers, but not all mM 
of them. I might say we get along: they pass along benefits to us rs 
from outlying communities and it works out very well. W 
The primary concern of the Board since 1946 has been States- al 
Alaska service, and since that time three separate hearings have been th 
undertaken. The matter has still not been decided as “only 5-year fc 
certificates were issued in the last proceeding. These States-Alaska 
problems do not basically concern us. We are essentially a local serv- au 
ice carrier inside Alaska, and we are ready and willing to work with re 


any States-Alaska carrier, and also with other Alaskan carriers. Ic 


n 
ar 
ca 
V- 
th 
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The Intra-Alaska Route Investigation Case was instituted in April 
1953, and if we are lucky hearings will take place about the middle of 
1956. It is anybody’s guess when we can expect a decision in this 
matter. During such a long period of indecision how can any busi- 
ness make satisfactory plans for financing and long-range improve- 
ments to reduce costs and reduce subsidy ? 

Senator Scuorrret. Might I inject right there, Mr. Chairman, 
that as a result of some of the hearings that we had before our com- 
mittee, and in discussing this matter with the new Chairman of the 
Board, Ross Rizley, who was a former Member of Congress, he is 
attempting to give preferential treatment to this backlog that has 
been in there. The matter that you point out here has been, in my 
udgment and in the judgment of the many other members of the 
‘committee, rather glaring. And I am pretty sure that you can ex- 
pect some pretty prompt action on some of these if you fall in some 
‘f those categories. They should have been cleaned up. They said 
they had a terrific caseload there, but it has been the problem that the 
Board, in its changed relationship there, has tried to meet realistically. 
[ don’t think you are going to be up against these long delays. I do 
not mean by that to say that I condone those long delays; there have 
been far too many of them. It has worked a hardship on your financ- 
ng and refinancing programs up here and in other sections of the 
ountry as well. 

Mr. Smiru. Senator, I would like to make a statement here, that 
luring the prehearing conferences on September 22, the States-Alaska 
‘arriers, most of them have got into this act too filing for these intra- 
\laska routes, and it looks to me like it was just going to be, unless it 
‘an get separated from the States-Alaska problem, this is going to be 
quite a long drawn out deal; probably 2 years, I think. 

[ should like to point out the difference in the subsidy payments 
estimated to be paid to the local service carriers and the intra-Alaska 
carriers, and the mail ton-miles transported by these carriers during 
the current fiscal year. 

These figures came from a CAB report. 

The domestic local service carriers are estimated to receive over 
$24 million for carrying 1,435,000 ton-miles of mail. The intra- 
Alaska, nine of us carriers, will receive only $3,700,000 for carrying 
ibout 1,200,000 ton-miles of mail. 

Approximately 200,000 ton-miles less. 

It is important to keep in mind that the intra-Alaska carriers are 
providing the only transportation facilities to the towns in the interior. 

We had to here. Ina lot of the towns we furnish the communication 
ind the transportation. The towns in the interior depended pretty 
nuch on the villages, and some on the certified carrier here to furnish 
radio facilities, and so on, which is pretty nice. If you chop your foot 
with an ax, you can run in and call for a plane to get you out to a doctor 
and bring a doctor in to vou. We don’t compare in that category with 
the local service carriers because they have telephones, and all other 
forms of communications. 

Our services are for the most part not supplemental services, but 
are rather the lifeline to the communities we serve. Your committee 
reports and final bill on the permanent certification of the local serv- 
ice carriers apply directly to our situation. Our service has never been 
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‘inadequate” or “inefficient,” which is a standard set up by your com 
mittee. We think we are doing a job for the people of Alaska ~ and I 
can bring in reams of figures to prove it. 

The intra-Alaska carriers need the benefits of permanent certifi 

‘ation. I need only refer you to your own committee report on the 
gl service carriers to vividly point out the benefits which will come 
to us through permanent certification. As in the case of the local serv- 
ice carriers, I feel that these benefits can come only through legisla- 
tive action. And we need it now. 

We have consistently supported alternative forms of transportation. 
We have never opposed the building of railroads and new highways. 
We think that sucl alternative forms of transportation are abso 


lutely necessary for the real development of Alaska. 
At the time they were trying to get appropriations and determine 
whether it was possible to keep the summit out of Valdez, why we 


| along with hace businesses in Valdez with some of our 
scarce dollars, and hard-to-get help to keep that highway open in the 
winter. We have found that other forms of transportation help our 
business, too, and we are always trying to help the form of trans 
portation. 

Cordova Airlines is only ene in developing the area of Alaska 
that we serve. We have never asked for any other carrier’s routes. We 
don’t want to take over what another carrier has deve loped, and there 
fore, we don’t want any other carrier to move in on us. We are ex 
perienced in the area that we serve and we know that we can provide 
the service more economically tothe Government. The best example of 
our area development is our tourist attraction at the ghost town of Mc 
Carthy-Kennecott. This past season, only our second year of opera- 
tion, we carried 450 passengers on our regular tours to this area. 

It is our sincere belief that barring unforeseen circumstances and 
with our last 2 years’ operating experience as a guide, we will be sub- 
sidy free in 5 years. The promotion of Alaskan development and the 
national defense will be furthered by strengthening and making per 
manent the svstem of intra-Alaska air carriers. 

Senator Magnuson. Any questions of Mr. Smith? 

Senator Scuorrren. No further questions. Thank you. 

Senator Magnuson. Well, you have heard my statement on this 
matter the other day. 

Mr. Smirn. I did. 

Senator Magnuson. I believe this is a matter we can get at when 
we get back. 

Mr. Siri. I sincerely hope so. And as I stated there, I think legis- 
lation is necessary as a means. I am also—I am not making an idle 
statement when I say we can be off of subsidy in 5 years. I think all 

carriers have made a wonderful progress here. 

Senator Macnuson. And the real reason, rightly or wrongly, was 
that then we were right in the throes of this whole State case, and 
other things, at the time. Iam sure that can be corrected at the prope 
time. 

And, as far as the Commission goes, I agree with the Senator from 
Kansas, some of the delays down there are inexcusable, absolutely in- 
excusable. 





ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 16] 


Mr. Survie. Particularly bad on Christensen. We paid $50,000 for 
e route, and it is paid for. 

Senator MAaGnuson. Yes. 

Delegate Barrierr. No questions. 

Mv. Surru. You will notice in the Sunday paper there is an article 
it you might want to take back. 

Senator ScHorepreL. When | vO back on that transaction that you 
ive closed u ip there, I will 90 down and take a look at that thing. 
Mr. Smitu. | ap preciate that anyvi Ing you can do to vet these 
‘arings in Alaska would be appreciated by my company. We feel 
iat we want the Alaskans to testify, and if they are not satisfied with 
ll service, and don't want us here. we are willine to move out. Ay d 
ey can’t 2o back to Washineton to testify. 

Senator M AGNUSON, Tha vou. Mr. Smith. 

We will take a 5-minute recess and then we will come back 
(Short recess. ) 

Senator Magnuson. We will come to order, please. 

Phe next witness is Rev. Charles Maitland, from Seward. 
ident of the Seward Chan ber of Comme! 


Wevw il] be olad to hear from you 


STATEMENT OF REV. CHARLES MAILAND, PRESIDENT, SEWARD 
CHAMBER OF COMMERCE 


Reverend Martanp. My name is Charles Mailand, and I am pre 
nt of the Seward Chamber of Commerc: 


‘ e a ae : ; ‘ ‘ ° . ' 
The city ray Seward Is Alaska a lar est seaport, | and It 1s & 1} e the 


ear roun :. The major p tio . of all freight dest ii he “ for the inte1 ior 
f Alaska s handled throue 1 this port. This applie >to general cargo 

ell as bulk cargoes. Because of this we are naturally very in 
rested in alla pod ts oft tran portation, \ waterborne as well as rail and 
ru king. Kor a port to be able to funetion effectively ul (| with HF 
iInimum of cost it Is very neces uy that adequate and modern faeili 


es be established. During th e las 2 years, Congress has appropriated 


inds for the rehabilitation of the south end of the Alaska Railroad, 
s well as for new dock fa a at Seward. These alone total the 
mpressive figure of S15 bs auiilics This in itself is a tremendous 1 
provement and in the years to come will save untold millions to 


\laskans. The rehabilitation of the Portage-Seward section of t] 
\laska Railroad is now nearly completed and by the end of 1956 the 
lock facilities under the - sent program \ ill also be completed. 
With the hew fac ilit ties ] is recoeanl ed that a considerable SAVING 
ill be realized. Already sha Alaska Pe tloned is working on 2 redue 
on on the handling charges throug{i this port. The cheaper handling 
harges through the port of Seward will benefit all shippers whether 
1 CATGO Moves by rs all or Truc ks, The railroad has made ‘1 vail ible in 
the new construc tion Cc ‘onside Tr ab le oe faciliti les for truckers as well 
is the regular facilities for moving the railroad freight. Through a 
horough study we estimate that the handling aaa ean be reduced 
ipproximately one-third, which is a tremendous saving to the Alaskan 
shippe r. We would like to point out that relief from high shipping 
‘osts to interior Alaska is on its way. 

The present construction of docks ealls for two 500-foot. berths. 
Hlowever, only tl e one berth will have a warehouse. No money has 


) 
} 
i 


} 
Tt} 
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been made available for a warehouse on the second berth. With the 
type of cargo coming into Seward for handling and forwarding, it 
does not seem practical to construct a berth without a warehouse. To 
begin with, the weather in Alaska 6 months out of the year is such 
that cargo cannot be stored outside because of freezing. There is also 
a large amount of rain and snow. At the present time we have ap- 
proximate ‘ly three ships a week calling at this port and undoubtedly 
when the docks are completed both | berths will be take ‘n up most of the 


time. The warehouse at the one berth will not be sufficient to ade- 
quately aed and protect the cargo from two ships discharging 
simultaneously. ‘There is no doubt that for practical reasons a ware- 


house on the second berth will have to be constructed and it seems to 
us that this would be the time to do so while the contractor is still 
working, has his equipment here, and the job can be completed at a 
reasonable cost. If a new warehouse on the second berth is not con- 
structed it would alinost seem a waste of money to build the new docks 
since the warehouse capacity will be less than what the old docks pro- 
vided. We therefore urge that money be made available and the 
present contract for the building of the docks be extended to include 
a second warehouse. 

In connection with the shipping industry we have one other problem 
that the local chamber as well as the various steamship companies 
have attempted to solve. One of the steamship companies, Coastwise 
Lines of San Francisco, that calls at Seward approximately once a 
week has to clear for a foreign port each time, since they make a call 
in Canada on the southbound voyage. To be able to clear at the 
present time it is necessary for the master or one of the officers to go 
to Anchorage to the customs office in order to provide proper clearance 
of the vessel. On arrival and departure of foreign ships and Amer- 
ican ships coming from foreign countries, it is necessary for the cus- 
toms officer to come down from Anchorage to enter and clear the ship. 
This at times is very inconvenient and a hardship to both the ship and 
the one and only customs officer in Anchorage. 

It seems very strange that the largest seaport in Alaska should not 
have here a customs oflicer or at least a part-time customs officer, since 
several other ports in Alaska have and Seward did have in years past. 
We strongly urge that a customs officer be appointed to serve this port. 

Two observations from the hearings this afternoon we would lke 
to make: One is that when Colonel Lentz presents his figures to the 
committee on tonnage, that the committee take into consideration that 
the Army’s figures on tonnage are strictly measurement figures, and 
that tonnage figures out of Seward commercial are strictly weight, 


which is approximately 214, or 3 to 1. 

And, aeneeapd that 7-to-4 deal of the railroad and truckers is not 
advantageous to the cia at all since the railroad usually has to 
pull out their cars as units, while the trucks can pull in one at a time. 
The old decks we could load 13 railroad cars at a time, and that was 
felt ee and we are going to have to put a second line in there to 
lonc 126 at: time. Now we are down to seven. 

Senator M \GNusON. There should still be a place for the trucks. 

Reverend Maiianp. Oh, I think there is adequate place for the 
trucks 

Senator Magnuson. Do you know, Reverend, whether or not the 
railroad has asked the budget for funds for the second warehouse ? 
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Reverend Mainanp. Yes, sir; it was asked originally for three docks 
und three warehouses, and it was cut back to two docks. And why 

at second warehouse went was through a little miswording of a tele 
oram on the part of the military. It didn’t use the word “must.” 

Senator Magnuson. And have they asked for the coming year? 

Reverend MaiLanpb. Yes, sir. 

Senator Magnuson. For instance, the manager is now back in Wash 
neton appearing be fore the Budget. Do you know whether or not this 

ill be one of the items he will suggest ? 

Reverend Martanp. I believe that it is. And, I understand that up 
inti] next June it will not be a handicap. I mean, they can put it in 

ptonext June without causing any difficulty. 

Senator Magnuson. Colonel Lentz, where are you ? 

Colonel Lenz. Here. 

Senator MaGnuson. Are you asking for that second warehouse ? 

Colonel Lenrz. Yes, sir. 

May I say that originally the plan called for two warehouses, as was 
pointed out. Some way unknown to the military here in Alaska some 
~450,000, Lunderstand, was cut from the budget, or from the appropria- 
tions set aside for that building, In attempting to get it back we were 

ueried from Washington as to whether or not this warehouse was 
ssential to the national security, Obviously, it was not possible to 
say that a warehouse was necessary to the national security, and we 
id to answer in that fashion. I mean, the warehouse was then not put 
back in. 

We did go, our office did go to Washington, to the Chief of Trans- 
portation Office to ask for assistance in getting this back before this 

construction is completed. 

Senator MaGnuson. Well, it could be possible we will have, as we 
usually do, two or three deficiency appropriations. 

Colonel Lenz. Sir, we argued the case very similar to the way Mr. 
Mailand is putting it. 

Senator Magnuson. When it comes down we will look at it in the 

\ppropriations ¢ ommittee and work on it. 

As to customs, I think we can try and be a little helpful on that, too. 
The lack of customs officers is a difficulty all over the country, not 

ist here. 

a you very much, Reverend. Sorry to keep you waiting this 
ng, but J hope you had an enjoyable stay. 

Now: we have the re present: itive of Seldovia here, Mr. English, and 
then Don Smith is here from Homer. You are both on the same 
ibject, are you not 4 

Mr. Enouisu. Thatis right, sn 

Senator Magnuson. Where is Don Smith ? 

Mr. Pomeroy. My name is Harold Pomeroy. I am delegated to be 
here by the Homer Chamber of Commerce. Don Smith is not here. 

Senator Magnuson. Why do not both of you come up here and tell 

about these small-boat harbors ? 

Mr. Eneuisu. My name is Jack English. I am from Seldovia, rep- 
resenting the city on our small-boat harbor proposition. I have a 
statement here. 

Senator Magnuson. It is not very long; you go right ahead and 
read it. 
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Mr. Encuisu. You want me to read it ? 
Se or Magnuson. Yes. 


STATEMENT OF JACK P. ENGLISH, CLERK, CITY OF SELDOVIA 


Mr. E-:nouisH. It 1s the wish of the city of Seldovia to bring before 
this committee our very great need for a small-boat basin and some 


: ' 1 , 
ene} bor Improvements li Seldovi LH arbor. 


Sela located on the southern nia of the Kenai Peninsula, 


the very eart oF the l ne area, We have four canneries, cl cold stor- 
age ind a reduction plant in our harbor. 

Phe so pport of our area is derived from the fishing industry 
and the} | part of that industry is the small boats that catch 

if fhest \ ius ive a sate an Nnorage as they represent ad 
large Investment to he individual fishermen who own them. 

\t present t se DO s must either be h uled out of the water or the 


n miust tive « lem TO prorect them, A small-boat basin, such as has 
been recommended by the Army engineers, would provide a safe an- 
Cho or nd ell il 1. good deal of { He present expel se of Operation 
na f mhnel is well: iitract more fi erhren 
to our aren as permanent residents. 

We ive hi oO ( e bel e will ju ify the expense of this 
pro Phe re approximately 50 locally owned small fishing 
boats that use Seld i Hlarbor the year around. These boats repre- 
sent al CSL of about $6,000 on an average, to the fishermen. In 
Ort ‘ ‘ Us, i il! SIT} se) mive i} nvestinel Of FoCO,000 

fishing pment that would receive an immediate and direct bene- 

ym as l-boat basin. Seldovia has the only year round mete 

urbe the lower Ix 1 Pe 1 ula where supplic 5 may be obtained 

mes. Our harbor also accommodates as many as four hundred 

| ( | O e sun eC! Cal inl to ep th 1. doing | 
bu lie Ol rea, s { I al that ( have cl wie anchorage bor 
he 

Our present ll-boat float, \ hich goes ry al low tide, will safely 
accommodate about wats. Tf a fire should start on one of them 
Vi le the Lr ry at io tide, Seldovia would have a disa ter that 
VOUIG I »(Crovernment ala. 1 yt only for the fishermen, but ine can 
] eri Ss 1 a Cannery Wol kers. 

The losses to the small-boat owners under the present harbor con- 
iti : very great, both as to time lost waiting for tides and damages 


sustained from going dry or striking rocks on the bottom. 

The Army engineers have estimated that the cost of this small-boat 
basin would be in the neighborhood of $515,000: it would soon save 
our boatowners that much, | am sure, 

In conjunction with the small-boat basin are some channel improve- 
nents that have also been ap yproved by Congress that would directly 
benefit the area a good deal. In view of the fact that Seldovia has no 
roads or iieeade. we must depend on water transportation for every- 
thing that comes in and goes out of our area. 

We ship out of Seldovia LH: ee each year, some 3,650 tons of 
canned food produ ts that have a value of approximately Sv? 750.000. 
We also ship cold-storage ellie amounting to 500 tons, with an 
approximate value of $475.00. Our incoming cargo amounts to about 
3,000 tons annually, with a value of $1,200,000. 
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In other words, the port of Seldovia handles about 7.150 tons of 
curgo each year with a value of $4,425,000, and in addition to this the 
petroleum products handled in the harbor amount to approximately 
| million gallons eng Satoh: a Value of $225,000, 

Phe loss to ship _ steamship companies, and natu r ally to the in 
lividuals in this area, caused by having to wait for suitab le tide con 
ditions Is a - estimate , but most certainly would be an impressive 
fioure, and would be entirely elimimated by the proposed harbor im 
provements 
We believe that we are just tified In 2 kine’ this committee to approve 

n approp riation for our harbor improvements and small-boat basin 
as there are not many areas in Alaska where harbor improvements 


will benefit so many “Alaskan residents. The Army engineers have 
estimated that the cost of both the small-boat basin and the harbor 
mprovements would be abe - pee ii and that there would be little 
or 10 upkeep that they could foresee. It appears to us that this ex 


pe nditure is well warranted in view of the creat saving it would 


r the general public in this entire area. 

Senator Magnuson. Any questions? 

Senator ScuorrreL. No questions, thank you. 

Senator Magnuson. Delegate Bartlett 7 

Delegate Barrierr. Mr. English, the one project the harbor im- 


create 





mrovemenhts Is vubiv ti ] j mut ba ] hol { 
Mr. Eneuisn. I thin : Mr ic ws ad us some Information on 
Mr. Moars. That is correct. The channel improvement was au- 


thorized in 1945 and has not been funded to date. The small-boat 
harbor was recommended in 1950 as one of the thing's in the ¢ ‘ook Inlet 
Report. One of the items. Unfortunately, we have not as yet been 
ible to get this re port before Congress, as Colonel Farrell mentioned 
yesterday, due to certain questions on the Anchorage Harbor. 

Some of the other communities are suffering a delay at least as far 

consideration by Congress because of our inability to get the com 
plete report before ¢ ‘ongress. 

Senator Magnuson. Well then, you are treating Cook Inlet as one 
section ¢ 

Mr. Moats. In our comprehensive study, Cook Inlet is a section. 

I would like to tell you what the things are, briefly, in that. There 

the port of Anchorage, the small-boat harbor for Seldovia, fo. 
Ilomer., for Nililehik, and a sinall flood contro] project for Talkeetna 

All of those things, with the exception of the Anchorage Harbor, 
have been passed by the Bureau of the Bud ret in their normal wv ay, 
where they Say they have no objec tion to the inclusion of those proj- 
ects in the precede nt program. 

The total report has not yet gone to Congress because there has been 
some additional information developed to support the Anchorage 
Harbor recommendation, and it 1s now just t about to go back into the 
hands of the Bureau of the Budget. 

Senator Magnuson. Thank you very much. 

Now, I would be glad to hear from Homer. 

This projec t is in the same general categor y. 

Mr. Pomeroy. That is correct, sir. The xroblems of Seldovia and 
Homer are somewhat similar. ‘The heichnneie in each comple- 


ment the other 








166 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


I would like to lay this map to show the relationship with Homer 
at the end of the Kenai Peninsula just south of here, and the little 
tip of land known as Homer Spit is the place where boats now oper- 
ate from, and there is a dock there, and that constitutes the entire de 
velopment across the bay about 16 miles down to Seldovia. 

Senator Magnuson. Yes; right here. [ Indicating. ] 

Mr. Pomeroy. Your distinguished associate, Delegate Bartlett, can 
tell you more details, even to giving you a great deal of informatio) 
about the immediate areas on both sides of the bay. 

The boat harbor for Homer was included in the general report to 
which Mr. Moats refers, and at the time the report was considered by 
the Bureau of the Budget, the Bureau stated that there was no objec 
tion to that project voing ahead, but because the project was included 
in the overall report, it is understood that was the reason for that 
project not having reached Congress for consideration. 

In the 1950 report it was the determination that the harbor project 
was justified economically, and that it should be constructed. There 
has been significant development since that time. 

After sporadic attempts to go into seafood operations down there 
from the Homer side of Kachemak Bay, there was established in 1952 
a small king crab freezing and canning operation, which now em 
ploys 40 people on the beach and approximately 25 in operating small 
boats in fishing in the immediate vicinity. 

There is a second smaller operation that has commenced there, and 
gives indications of growing. It would appear that the seafood 
undertakings can be developed to contribute significantly to the eco- 
nomic welfare of the people of the lower Kenai Peninsula, and, in 
fact. to tie in the entire Anchorage region. 

Additionally, there have been other developments that have a bear- 
ing on the need for a small-boat harbor. Five homesteaders up Ka 
chemak Bay have taken out 30 acres grazing lease and are now produc- 
ing beef cattle. There has been a slow development of agricultural 
production in general, and there has been sporadic service to Seldovia. 

The importance of Homer is this: That it is the road outlet from that 
area to the Anchorage market, and it is also a location on the major 
airline routes. and from both the Seldovia side of the bay and from 
the Homer side of the bay, the seafood developments depend upon 
being able to get into Homer to ship from there both by road and by 
air. 

As Mr. English said, there is no railroad into Seldovia, there is no 
road there, and probably will not be because of the very difficult ter- 
rain. And the terrain also would make impossible the development 
of sufficient airport to handle large freight movements. 

Now, with this, it is most significant that there is not the slightest 
protection at the end of Homer Spit. The boats have to take the water 
as it comes, and even a fairly moderate breeze will make it difficult to 
tie up to the dock, and the boat has to go from one side of the spit 
to the other as the breeze changes. 

The boat harbor for Homer is not a fond hope related to some de- 
velopment proposed for the future; it is a critical, painful need now. 

ean sneak from personal experience as well as speaking for the 
Homer Chamber of Commerce, and the delegation here in the room 
sent up from the Homer chamber, the men who are operating down 
there and who use the end of the spit. I am a homesteader on Kache- 








e 
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mak Bay, and I have had the experience of having to unload my pota- 
toes from a boat into a skiff and row it to shore and pack it 5U yards 
up the beach to get it on a truck to get it on to market. 

The crab cannery down there, if the breeze happens to be in the 
wrong direction, has to go around from where the dock sticks out on 
the other side of the spit and land the crab in exactly the same way 
[ have described for the potatoes, and bring the crab on up the beach 
and into a truck and over to where the cannery i 

There are times when the men who were ate came in with their 
loads and the weather is bad enough so that they have to go back 
cross Kachemak Bay to various little protected places on the other 
side where they can lay there until they can come in. 

The situation is sufficiently critical so that the people of Homer, 
particularly those concerned with this economic development in sea- 
food, have banded together and by private subscription have raised 
$5,000 in the hope that they could make a start of digging some kind of 
a hole to get some protection there. 

In addition to that, there has been purchased two lots where a small- 
oat harbor would be located. And Mr. Abbott, who is in petroleum 
listribution at the end of the spit, from his industrial site has con- 
ributed land so that if it were not possible to go ahead with the project 
is recommended by the Corps of Army Engineers, we at least could 

nake a start of moving a little dirt. But the amount of money that 

e have been able to raise locally won’t go very far. 

The potentials are there in addition to what is already taking place, 
is I have described. There are other seafood possibilities—bottom 
ish, sole and flounder, and shrimp. ‘There have been sporadic under- 
takings in an effort to develop those resources. 

There are potential markets here in the Anchorage area and, especial- 
ly at the military establishments, but it is so difficult to operate, and 

is SO uncertain as to continuous supply because of weather, that 
hose various starts have rather quickly stopped. 

It would appear to be in the public interest for this project to be 
riven active consideration from the standpoint of the justification at- 
tested to by the Corps of Army Engineers in the re vee of 1950. The 
development between then and now, and also because it would ap pear 
that the building of a small-boat harbor, will facilitate the economic 
serene of the lower Kenai Peninsula, and it will contribute 

veners ally to the economic welfare of the region. 

It is suggested that it would be desirable if this can be done for 
the Ilomer boat harbor, part of the major report be separated from 
the basie report if there is some reason for that report having sy 
ield up because of its having been tied to a number of projects, or to 
the Anchorage harbor. And that is not to suggest that the Anc “eh age 
arbor is any less important than the Homer one, but simply that if 
there are any questions that have caused a delay, and if there can 
be a separation we would earnestly ask that some action be taken 
that would permit that separation. 

It is possible to supplement this oral presentation with a more ex- 
tended written presentation with details and figures, and statistics; 
most of the information that is background is contained in the Corps 
of Engineers’ report, and Mr. Moats would be able to answer any 
questions. And there are also men here from the delegation who 
could answer detailed questions. 
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Thank you very much. 

Senator Magnuson. Thank you. We, of course, have access to all 
those reporis. And I am sure your Delegate knows a great deal 
about It. 

Mr. Pomeroy. We are sure that he does, and that he is interested 
in it. 

Senator Magnuson. And he will be glad to tell us. 

I think that the Senator and I are going to have to separate these 
projects for Alaska that look not only to be feasible, but seemingly 
necessary. But I think we can be more helpful in suggesting that 
there are these projects that don’t run over 813 million all told that seem 
to be not only feasible but necessary in Alaska. 

Mr. Pomeroy. It is nice to hear you say that, sir, because there ar 
a number of projects that have equal importance; they are not all 
here. 

Thank you, sir. 

Senator Magnuson. Thank you. 

Well, that concludes this part of the testimony. 

Senator Scuorrre.. Now, I understand we have the mayor here. 


ADDITIONAL STATEMENT OF KEN HINCHEY, MAYOR OF 
ANCHORAGE, ALASKA 


Mr. Ilincnury. Just a very few minutes, Senator Schoeppel. 

I feel very humble at this time after hearing the discussions by the 
fishermen, because I would like to say a couple of impressive words 
about what I have learned this afternoon, Senator. 

These people are talking aoa a truly active industry, and I want 
to say this, that you have been—TI believe you and Senator Magnuson 
have been a very patient audience and have listened to much com- 
plaining, much request, for the righting of the wrong, and a little, 
I would say, request for the hghter things in life. 

I believe my causeway is one of the lighter things in life. But most 
of this Territory here stems from maladjustment and lack of equity. 
I do not care to talk long about statehood. I just want to say the 
word once so you hear it. But two humble men coming from the 
Senate to listen to all of this verbatim, to speak coldhearted fact, must 
impress you. I hope it has. 

Senator Scnorrren. [can say to you it has been a very enlightening 
experience to me, and an informative one that I will never forget. 
We have it inthe record. I can go back and read it. 

Mr. Hincney. The city of Anchorage had a subject they wanted me 
to take up. It was overlooked because our city manager is in Washing- 
ton fighting for his life on power problems that also stem from what 
we think are inequities. But the one thing they wanted me to point 
out to you—there are about 7,500 taxpayers in the ¢ ity of Anchorage, 
and one-half of the v: alue of the city of Anchorage is contained and 
maintained, so to speak, and owned by the Federal Government. 
About $50 million worth of holdings are controlled, are definite ly non 
taxable, by the local government institution for the improvement of 
streets and utilities, and other things. But I believe the worst and 
most gross inequity is our lack of participation in a fund called the 
Federal Highway Act, of which—causes us to build 10-year highways 
and roads out to meet the Federal-owned properties. ; 
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We have an Alaska Road Commission which probably has not been 
entioned too much, but it is a Verritorial institution, and it is a part 
the Department of the Inte rior, Which has very feeble funds. 

Mr. Moore brought to your attention the force account rondbu Idling 


rogram that has been carried on because, partly for lack of fund 
s believed by this de ‘partment they an | do better with force a 
unt than with contracting, which he did not Say the case, and | 
ee with him. 
[fowever, the problem that we have is that the Federal Govei Ih) 
own as the military, presently, does not recognize the fact that th 
ommunity should have any type of assistance at all with what we call 


cess roads, roads coming into ou Clty; that they do nol need thr 
mds, access: that they ean do well without them. Yet t] \ have mac 
ome etfort to patch them up and make them p: irtly aa le. 
Phe city, on the other hand, has gone out with pavin 
servicing the area oe to build up a city that we b 
e ‘proud to be part of, Iti, pa Ing and curbs, and eutte 
ills. We have lost our 1 apenas ability : we have used it all up. | 
int to point oul, sir, that that 1s another inequit V that is being man 
ed, which should be straightened out, : and onl i\ peop le like youl elf 
help our most THlonorable Delegate Bartlett do his job. It is im 
rtant that you come and see for yourself, | hope you have bee 
npressed. And I would like to suggest that somehow, some Way, you 
might say in heu of statehood, we get some more of this kind of help 
for the time being. 
Senator ScnorrpreL. Well, thank vou for your presentation. 


We have a statement from William A. Eean, from Vald a. 
to go into the record at this time. 


Ie programs and 
ly ‘ 
erleve they Would 


STATEMENT OF WILLIAM A. EGAN, MERCHANT, VALDEZ, ALASKA 


Boat harbo1 and har l iuprovement projects Is a subject that Is of 
neral importance throughout the Territory. With our thousands of 
iles of coastline, this sort of deve lopment is basic if we are to pro- 
ess. Appropriations for this type of project are merely investments 
our Federal Government in the future advancement of Alaskan 
dustry. We are alarmed at the great time lags between authoriza 
on for these projects and the actual app ropria itions. For instance, 
15,000 was authorized 1 1953 for harbor improvement at Valdez. 
Funds to carry out this cl naenian have not been appropriated 
yet. This project is of immense importance to this area and we 
uld be grateful if, : s Represe ntatives in the Congress, you could 
sh for this saiiiaialni for next vear. 
There are many things for which we are grateful to you as Senators 
nd to our Delegate. Bob Bartlett. Prior to 1949 the main highway 
rtery to Alaska’s great interior, the Richardson Highway, with its 
astal terminus at Valdez, was closed to traflie during the winte 
onths. In other words, the United States Government spent millions 
f dollars over the years in constructing a fine highway and then 
llowed it to remain completely closed for from 6 to 7 months every 
vear. During the winter of 1949-50, through a combination of cir 
cumstances, the highway was kept open to traffic for the first time. 
Winter maintenance did not prove to be the tremendously costly ven 

re that some “experts” had predicted. The highway has been ope1 


os o6— 12 
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on a year-round basis ever since and tonnage figures on freight haul 

over the highway during the winter months completely justify this 
operation. Winter freighting over the highway has completely 
changed the economic makeup of the entire area. We trust that thi 
successful operation has proven to Congress that the comparativel) 
little additional costs in maintenance has paid for itself many times 
over. 

High on the list of items for which we are grateful to the Congress 
is the Alaska Public Works Act. It is almost impossible for a stra: 
ger to visualize how much these public works projects have meant to 
Alaskans. In our own town of Valdez we have voted to bond ow 
selves for the following projects: Sewer system, water system, hos- 
pital, school, and street improvements. The sewer system has been 
completed. ‘The water system is just being completed. Our hospital 
is in the process of construction and next vear our new school will be 
constructed. If the Congress, realizing what wonderful results hav: 
thus far been achieved, continues the program we will undoubtedly 
have our street improvements in 1957. Our share of the costs of the 
program is being borne by a 2 percent local sales tax that was imposed 
by an overwhelming vote of our citizens to defray the costs of the 
various projects. 

In 1940 Valdex was and had been for many years court headquarter 
for the Third Judicial Division. In December of that year our Fed 
eral building burned and the court headquarters were moved to An- 
chorage. Since that time, mainly because of the National Defense 
of 1940, which strictly restricted the public — ling program. 

Valdez has been without proper building facilities for the Federal! 
agencies located here. Tor example, the United States Commissione1 
has her office in her home. Very important records relative to lands | 
and all recorded deeds and Commissioner’s court cases are housed | 
in the home, which could burn at any time and destroy valuable and 
priceless records. ‘The post office is housed in a ramshackle frame 
building that would not give pride to a community in the remotes 
outlying area, 

The Alaska Road Commission headquarters and all their records 
and equipment are housed in another frame building that could easily 
be destroyed ina raging fire at any time. It is our understanding that 
the Public Buildings Administration has Valdez on their list for a 


new Federal building that will house all these agencies under one roof, . 
in a fireproof structure. We note that some appropriations for pub 
lic buildings have been made recently and we would be deeply appre f 
ciative if your committee members would investigate and aid us in 
attaining an ap propriation for this very necessary structure at the , 
earliest possible time. There is no other incorporated town in Alaska 
th: : is In such need of a proper Federal facility. \ 
Valdez, very properly, is headquarters for the Alaska Road Com 
mission—a Federal agency—in this district. Quite often we hear 
rumors that there are those who would move this headquarters from 7 
Valdez to a point up the Richardson Highway. We submit that an) 
such move would not be consistent with sood business proce edure from h 
the standpoint of economy and efficiency. Valdez, regardless of how 2 
anyone might attempt to ‘change its geogr aphic location, will alw ays y 


remain the shortest route from the coast to the interior. It will always Dp 
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emain as the point of supply for this district. It would not be in the 

est interests of good government to move district headquarters of a 
oad agency away from its point of supply. Another very important 

em is that Glenallen, which would be the location of district head 

juarters if and when those who are for this move are very successful, 
is proven to be an area where it is treme ndously expensive to con- 
truct — rnment buildings due to an extensive permafrost condition. 

If and when any such move is in the offline there would be no other 

ferh native but for the people of Valdez to take vigorous action in 
f restalling any such move. With transportation and ecommunica- 

ns facilities being what they are today in this area. we can see no 
od reason for any attempt to remove the Alaska Road Commission 

iiquarters from Valdez. We trust that if this subject should ever 
brought to the attention of your committee that vou will clve the 
TT ple of Valdez an Oppo! { unit Vto b , heard on the subject. 

\nother subject that commands our attention is the subject of sea 
rains for Alaska. It is very hard to get official information as to 

ins of the Interior De spartme nt on this sub ject. EK very once ma 

hile, however, a news article will appear that would indicate = 
atrain is being pursued actively by the De en of the Interior in 
onjunction with various ocean-going freight carriers. Where ae 
lions of dollars are coming from ps oes the venture has never 

n made entirely clear. Special ships would be constructed that 

ould carry vail freight cars and truck vans to their designated Alas- 
can ports where they would be very quickly unloaded and on their 

itv to their destination. If this were strictly a private venture we 
uld have no quarrel with the proposal. It is our understanding, 
owever, that most of the financing would come out of Uncle Sam/’s 
ocket. Repayment of these funds would, ot necessity, cover a long 
riod of time. 

It is our understanding that a committee of Congress was going 
to hold hearings on the subject in Alaska this summer. These hearings 

ere not held. Alaska is completely without oceangoing passenger 
ervice. Financial reasons were cited as the cause of the curtailment 
of ship passenger service to the Territory. We submit that if many of 

illions of dollars are going to be spent by the Federal Government 

. finance this sea-train idea, some committee of Congress should 
nvestigate the matter thoroughly as to whether or not it would be 

ore advantageous to Alaska and to our government to partially 

\ance a resumption of passenger ship service to the Territory. The 

fact is that we have an efficient oceangoing freight service to the 
lerritory. We do not have a single passenger ship in operation from 
he States across the Gulf of Alaska. 

We realize yours is not the Armed Services Committee, but, as 
Me mbers of Congress, we would like to call to your attention the fact 
that this port, Valdez, is the northernmost all- year-round port in the 
lerritory. It is the port that would bear a great deal of the burden 
if war were thrust upon us. There is not one antiaircraft gun in the 
nountains surrounding this port. There are no defense installations 
here whatsoever. As laymen we realize the military has some sort 
of plans. Also, as laymen, we know that war alters the best of plans. 
We believe that a thorough investigation should be made into this 
problem. It is possible that a small military installation here could 
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prove of the greatest strategic importance in the event of the outbrea 
of hostilities at any future time. 

Senator Scuorrret. Now, I believe that concludes the testimo) 
that is to be taken. 

Delegate Barrinrr. I can say, Mr. Chairman, that Mr. Willia: 
Egan is one of the most respected members of the Territorial senat 

Senator Scuoerrer., Let me state further what Senator Magnuso 
has previously said: that the record in this proceeding will be held 
open for the filing of any additional statements, as I understand, th 
anyone might want to put in, OV aly corrections that may be desire 
by anybody in this reeord. , 

Delegate Barriterr. Mr. Fisher of the League of Alaskan Citize) 
had made a special request. 

Senator ScuorpreL. We will adjourn this hearing tonight for 1 
convening at Juneau. 

And, we want to express our appreciation to all of you folks wh 
h ive been here to testify. I know it has been laboriously lone for VO 
but we know of no better way to get the record. , 

Thank you so very much. 

Whereupon, at 7:30 p. m., the hearings in Anchorage, Alaska, wer 
adjourned, to reconvene in Juneau, Alaska, on Friday, October 14 
1955. at 10 a.m. 

(The follow Ine Wis received for the record 5 


STATEMENT OF RAYMOND I. PETERSEN, PRESIDENT OF NORTHERN CONSOLIDATED 
AIRLINES, INc., ANCHORAGE, ALASKA 


My name is Raymond I. Petersen. I am president, general manager, ar 
director of Northern Consolidated Airlines, Inc., and have lived in the Territo 
of Alaska for almost 22 years. This entire time has been spent in bush flyir 
and airline management within Alaska. For a 6-year period from 1935 to 1941 
I lived and flew out of the isolated Bering Sea community of Bethel. I provided 
service within this area as well as a scheduled service to Anchorage and it 
1941 due to the demands of my business I moved my headquarters to Anchorage 
This qualifies me, I believe, to speak on intra-Alaska air transportation problems 

The Territory’s struggling intra-Alaska air transportation system has beer 
beset by many problems. By 1945 my own little company, the Ray Peterse: 
Flying Service, aS well as various other small carriers within the Territory, had 
received their permanent certificates from the Civil Aeronautics Board, and had 
been providing a profitable and adequate service for the times without any he! 
from the Government whatsoever. Four of these successful little airlines, includ 
ing mine, operating out of Anchorage and Fairbanks into the Yukon and Kusko 
kwim River areas as well as Bristol Bay, merged into the present compan) 
Northern Consolidated Airlines, Inc. It took the CAB from 1945, when the ¢o1 
pany was formed until 1948—8 long years—to approve this simple merger whic! 
everyone including the Board itself knew was in the public interest. This dela 
almost broke the company before it got started. 

During the long period from 1948, when our company received its first sma 
pittance of mail pay which became necessary due to newly applied CAA regul: 
tions, to 1952, no past final or future permanent mail rate was established. A 
a result, my company as well as other intra-Alaska carriers was forced into 
deficit financing position almost to the verge of bankruptcy. When final pa 
and future rates were at long last granted on March 16, 1953, my company alor 
was paid a net amount of over $200,000 in moneys owed for the past 5-ye: 
period. What my company and its stockholders never did recover was ov 
$65.000 in penalties and interest to the collector of internal revenue which 1 
sulted because of CAB delay in paying us when the money was due. It took the 
eatalvst of the Korean War to suddenly bring home to the Government thi 
dangerous fallacy of a lack of a firm policy in regard to the intra-Alaska m: 
pay sitnation. 

The first crash program of radar warning sites found 7 of these 9 early warnil 
outposts along the routes of my company. The demand for the service by om 
local airlines versed in the intimate knowledge of this vast area forced the 
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skan Air Command to intervene in our behalf so as to make it possible for us 
receive a DPA loan. Ours was the first granted to the airline industr 
e credit of our Delegate to Congress as well as the chairman of this ¢o1 ttee 


e DPA loan was granted in time to avert disaster. 
The result of past delays of the Board in regard to the mail rate proble: 





t 
ska, plus the sudden impact of the additional service required b) 
resulted in a high cost level of $1.70 per mile for our Company alone Ou 
mail rate order E-7251, dated March 16, 1953, indicated a subsidy need of 
$1,057,462. Additional mileages flown in subsequent periods brought tl re 
to $1,079,486. The necessary financing, thanks to the DPA, plus the belated 
ementing of a permanent and final mail rate policy on the part of the 
ide it possible within the last 2 years for my company to reduce it ‘ 
100 or 20 percent. The cost level per mile of this period declined from the 
h $1.70 level to $1.48 per mile as allowed on our second mail rate 
44 dated June 27, 1955. This brings into focus the importance to tl 
proper CAB procedure in handling mail rates in Alaska 
THE SERVICE RATES SET BY THE CAB DO NOT REFLECT A TRUE COST OI 
he PROVIDING SERVIC! 
ie formula for subsidy separation, as set up by the CAB through the desire 
ngress to separate these two areas of mail pay as a vardstick, whereby the 
niment and the carriers themselves could measure their advance towards 
. sufficiency, is not accomplishing its purpose. The present formula is geared 
he needs of a trunkline airline industry operating within the continental 
s of the United States, as well as service to major terminals such as Anchor- 
Fairbanks, Juneau, and Ketchikan in Alaska, and Honolulu in Hawai 
projection of this formula into the routes of the local service carriers in 
States has been recognized as unrealistic, specifically by at least one of the 
) in CAB members, Senator Lee from Oklahoma. Senator Lee has pointed 
in recent publie statements various of the fallacies of the present system as 
Oct SETViCce hnaustry, Sen or Let ils ollered ertarn Const! 
: estions for the rectification of the present wholly inadequate and fallacious 
, mas regards these carriers. 

a ska’s intra-Alaska carriers, Who can be likened to the local service carriers 
; he States, find themselves in even a worse dilemma. For example my com 
lec Northern Consolidated Airlines, serves 39 mail points out of the gateway 
of Fairbanks and Anchorage. Of these 39 points only 12 have airports. Ten 
a iccommodate instrument type equipment of the DC } type. The greater 
‘ity have no airports at all, forcing us to operate with bush airplanes. The 
< mileage of my airline alone of bush-type flying required to perform this 
2 sary service is 56 percent, the other 44 percent is performed with DC-—3 
= paratively low ton-mile cost aircraft. The ton-mile operating cost of th 
] re “bush airliner” runs from 4 to 6 times that of a DC-3. The service 
e rmed by these aireraft are into points which does not cost the United States 

0 ernment a dime in airport construction and maintenance. 

. The CAB formula for subsidy separation is predicated upon a straight ton- 
= e basis regardless of the type of equipment the carrier is forced to use or the 
9 of landing facility at the community served. This has resulted in the 
la lienlous spectacle of carriers such as my company receiving a ton-mile rate of 

9, which is the same as Pacific Northern, an overseas carrier, who does not 

form any of the expensive type bush service. Reeve Aleutian Airlines, a 
1] 1 carrier, receives $2.50 per ton-mile for their operation flying approximately 
\ ame DC—3 mileage as ourselves. It is our belief that $2.50 a ton-mile is a fair 
o equitable rate for the DC-—3 operation 
; MAIT. MESSENGER SERVICE BETWEEN PLANES AND POST OFFICES, A POST OFFICE 
v EPARTMENT RESPONSIBITITY, NOW FALLS ON US AT 37 OUT OF TOTAL 39 MATL 
© OPS 

r The Post Office Department at all of the points served by our airline, as well 
the other intra-Alaska carriers, furnishes postal messenger service at only Anchor- 
thi ge and Fairbanks. This necessitates our company delivering the mail between 
‘ aircraft and the post office to a degree unprecedented in the industry. The 
: entire cost of this expensive service which according to our nearest calculations 
MI one point alone, Bethel, runs in the neighborhood of $30,000 a year, is charged 
ol to the CAB appropriations for subsidy. This is obviously inequitable as it 
tl nplies inefficiency on the part of the carrier in regard to its subsidy need. 
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SUBSIDY CAN BE ELIMINATED ON THE INTRA-ALASKAN AIRLINES 


It is vital in the interest of common sense and fairness to all concerned, in 
cluding the CAB, that a formula be devised whereby (1) the present ton-mile 
service mail rate of carriers such as consvlidated be increased to a more realistic 
figure and at least to $2.50, (2) the Post Office Department should be required to 
furnish messenger service at all points receiving mail, either through paying 
the carrier or private contractors, and (3) the ton-mile rate of the bush-type 
nail service be increased to a realistic figure reflecting the cost of operations of 
this type equipment. It is conceivable that with the application of more realistic 
service rates along the routes of intra-Alaska carriers, coupled with a strengthen- 
ing of their route structure, it would make it possible for these carriers to elimi 
nate their subsidy needs within the immediate foreseeable future. 


PERMANENT CERTIFICATION VITAL TO ORDERLY GROWTH OF INTRA-ALASKAN SYSTEN 


I refer you to the testimony of Mr. Merle K. Smith, president of Cordova Air 
lines, made before your committee in Anchorage in reference to lack of perma 
nent certificates on many of the intra-Alaska routes. We concur with Mr. Smith 
in his testimony in this regard. The lack of permanent certification of many of 
our routes required since 1945 is continually tying our company up in expensive 
renewal hearings and is making it difficult to plan a stable and orderly future. 


THE CAB ENCOURAGES IRRESPONSIBILITY UNDER PRESENT MAIL ROUTE POLICY 
RESULTING IN BREAKDOWN OF SERVICE IN ISOLATED AREAS 


One of the greatest errors of the CAB in its administration of the Civil Aero 
nautics Act of 1938, as amended, has been its failure to require certain carriers 
to provide adequate service consistent with the public interest to their certifi 
cated mail points. This brings me to the instant reason for my submitting this 
statement to your committee. The recent failure of a mail subcontractor in the 
Bristol Bay area subsequent to your holding your hearings in Anchorage demon 
strated CAB error in not certifying for mail along its certificated persons and 
property routes a responsible wholly intra-Alaska carrier. 

Bristol Bay is the world’s largest spawning ground for the red salmon. Pacifi 
Northern at the present time operates a DC-3 service from Anchorage to Illiamna 
to King Salmon Airport. This mail carrier for 10 years has not itself provided 
a local service to its certificated Bristol Bay communities such as Naknek, 
Egegik, Ugashik, Pilot Point, Igiugig, Ekwok, Clark’s Point, and last but not 
least, Dillingham, Bristol Bay’s largest community and center of activity. An 
investigation was conducted by the CAB about 3 years ago into the adequacy of 
both the trunkline service between Anchorage and King Salmon as well as the 
bush service with Bristol Bay itself. My company, which holds permanent 
persons and property certificates along these routes, and which performed the 
majority of the service until very recently, was an applicant for mail in this 
area. Although it was conclusively demonstrated to the CAB during the course 
of this hearing that Pacific Northern was unwilling and according to their own 
testimony unable efficiently to conduct the local service, the Board recommended 
that this situation continue merely by requiring that PNA and Bristol Bay Air 
lines, a local pilot in the Bristol Bay area, legalize their wholly inadequate agree 
ment and continue as before. 

During the middle of October 1955, the collector of internal revenue moved it 
and sold the assets of Bristol Bay Airlines, for nonpayment of taxes, which wer 
mainly the moneys collected for transportation tax from the public, throwing 
complete chaos into the mail transportation of these many communities includ 
ing Dillingham, Bristol Bay’s largest. Northern Consolidated Airlines has, i1 
a letter dated November 3, 1955, to the CAB offered to accept a $100,000 annua 
reduction in subsidy if Dillingham is named an intermediate point on our An 
chorage/ Bethel certificate. 


PERMANENT CERTIFICATION ON PNA ON ITS STATES-ALASKA ROUTE, COUPLED WITH 
ADEQUATE SAFEGUARDS OF LOCAL INTRA-ALASKA CARRIERS, IS AN IMMEDIATE MUST 


This is not presented to your committee to in any way detract from or malign 
the basic overall service performed by Pacific Northern, which is one of Alaska’s 
leading pioneer carriers. Rather it is cited as an example of the basic fallacy of 
CAB policy which does not recognize the need for permanently certifying this 
carrier. 
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It must be pointed out that Anchorage is a growing community and the need for 
vice between Anchorage and Seattle is increasing, not decreasing. This car- 
must be permanently certified so as to insure the orderly development of 
route. Situations such as occurred in the Bristol Bay area recently, I feel, 
ild not have happened if the Board had given Pacific Northern a permanent 
rtificate. This would have provided Pucific Northern’s management an oppor- 
ty to extricate itself from its intra-Alaska dilemma and concentrate upon its 
route to Seattle by permitting PNA to make suitable arrangements to sell 
local routes to a responsible intra-Alaska mail carrier. 
recently read the testimony of Mr. Arthur J. Woodley, president, Pacific 
thern Airlines, which was made before your committee in Seattle. Mr. 
diley’s statements were pertinent to the problem faced by this Territory in 
ir transportation system and favorable action should be taken legislatively 
uickly as possible in the interest of the orderly development of air transpor- 
1 to and from the States and Alaska, and within Alaska. You will note that 
| refer to these two types of service. This is done because I believe it important 
you realize that the local service concept in the States, as recognized by 
* committee, the Congress, and CAB itself, should be even more pronounced 
thin the Territory of Alaska than in the continental United States. 


THE TERRITORY OF HAWAILIS AN EXAMPLE OF A SENSIBLE SOLUTION TO THE 
ALASKAN PROBLEM 


This concept has developed normally within the Territory of Hawaii through 
e years as a result of the two carriers, Hawaiian Airlines and Trans-Pacific 
Airlines, confining themselves strictly to providing service within the Territory 
Hawaii and leaving the service to the mainland to the large trunkline carriers, 
has United Air Lines, Pan American, and Northwest. In Alaska some of the 
tra-Alaska carriers have orientated themselves to a trunkline service between 
the gateway points of Anchorage, Fairbanks, Ketchikan, and Juneau to the 
States using long-range, four-engine equipment with their headquarters in the 
ites, While maintaining in faraway Alaska completely disconnected local sys- 
ems providing a local service within the Territory. This situation is counter to 
he public interest. 
The CAB recognized this possibility in its States-Alaska hearings held a few 
years ago and interjected into that case the issue of whether it was in the public 
terest for States-Alaska carriers operating intra-Alaska routes to provide both 
types of service. We feel this issue has been settled policywise by the Govern- 
ment’s local service concept within the continental United States and as demon- 
strated in Hawaii. In its final order in the States-Alaska case, the CAB deferred 
this issue to the intra-Alaska investigation. It is apparent that Alaska’s intra- 
ine industry had a definite stake in the States-Alaska decision. I have reason 
believe the temporary certification in the case of Pacific Northern specifically 
has hampered this carrier’s opportunity to work out voluntary agreements with 
] | service carriers in Alaska. Such arrangements would tend to separate this 
rrier from its intra-Alaska responsibilities, making it possible for it as well as 
elves to reduce our dependence upon the government for subsidy by more 
efficiently concentrating on our two respective types of route systems, infra- 
Alaska and States-Alaska. Unless this carrier can receive permanent certifica- 
along this all important route, it will be reluctant to make voluntary adjust- 
nts and agreements which are in its long-range interests, the interests of the 
local carriers, and the overall public interest. 
I wish to conclude, Mr. Chairman, by suggesting as a means of clearing up 90 
ent of the problems, both intra-Alaska and States-Alaska, that legislative 
tion be taken to permanently certify Pacific Northern between Anchorage and 
Seattle. This must be done, however, contingent upon a very close study being 
de and appropriate action taken in regard to local service versus States-Alaska 
rvice of Pacific Northern as it affects local routes and local carriers in the 
rritory. This would require, for example, certification for mail of our perma- 
nent persons and property routes from Anchorage to the subject Bristol Bay 


J nts 


on Ge 


+ 


suggest for the committee’s consideration that any legislation providing for 
‘manent certification of States-Alaska routes should include provision for 
permanent certification of local routes of wholly intra-Alaska carriers, and re- 
re that the local routes of States-Alaska carriers be operated by the local 
ra-Alaska carriers. 
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ears that ogical transportation system should evolve which won 








provide the major communities with through one-plane service from Seatt 
vithout depriving smaller communities, as well as the major communities i 
ed, of an adequate frequent local service provided by airlines whose manage 
ments reside within the Territory and whose only interest is the service of isolat« 
I ( h 
IN Id ‘INSULA 1 BLIC UvriLiry District No. 1, 
Homer, Alaska, October 21, 1956. 
HIon. W ( \i 
/ ) om / / d Fo yn Conn ( 
\ } n, D. ¢ 
1) Ss Tac \ Several weeks ago we received your letter of info 
neerning the hearing to be held at various points in Alaska on Alas] 
nd y ( insportation probler 
i} ommu vy had representatives present at the Anchorage hearings, M 
Richard U lit f Alaska-Fresh, Homer, Alaska; Mr. Charles B. Abbott, Te 
i () ( Hiomer, Alaska: and Mr. Harold Pomeroy, Director of Civ 
ey e, | \ ka, also from Homer, Alaska 
e reiterate me of the testimony offered to your committee by the abe 
nd | <, and in} ticular the desperate need in this community for a sma 
I} { vy has made application to the Superintendent of Pub 
\ ks, Te ( \ 1, Mr. Irving Reed, Box 2075, Juneau, Alaska, 
$100,000 : | harbo Homer, Alaska. The 19 
( ot | g e appropria the mone ( ch const! 
I] sg na high pric \ \ Cor ructiol I} 
supe | ‘ kK j eau, Alasl rined this utility t 
\} en m \ 1. Public Work r S1O0,000 3 atchi 
inds rae l good facility will be provided. It is understood that 
I e A | ) \ ks to operate st be provided 
he ¢ v1 ( is es through appropriations 
( ‘ \ 1 be taken | our cominittee when Conegre 
er ‘ eli \ ( | ppropriate mmittee of the small-b 
( \ l 
I) 1 oy es a public dock at the end of the Homer Spit, Homer, Alask 
Alaska Steamship Lines provide freight service to Homer and other points along 
the Sterling High vy. Several months ago the possibilities of “sea train servi 
idvanced he Alaska Railroad and the steamship company. It will 
reciate eminy be informed as to the effect such service might have on tl] 
present stean » service to Homer, Alaska 
The Ste ng Highway extending from mile 90 on the Seward-Anchorage Hig 
way, is presently a dirt and graveled road which is frequently difficult to traverss 
and causes considerable vehicular damage from the gravel and holes and bum] 
Chis re k he ‘ thern terminus, Homer and all the other commun 
tie nh thy estel e of the Kenai Peninsula, i. e., Anchor Point, Ninilchi 
Clam Gu Ka f, Cohoe, Kenai, and Soldotna is very vital to approximatel 
2,509 people residing in the aforementioned Communities and adjacent to thi 
Sterling Highway The Sterling Highway assumes military importance too, 
that it serves the tallation at Kenai, Alaska, and will serve the military installa 
ion adjace il er o1 mpletion. 


At the present time the major portion of the maintenance that the Sterling 
Highway receives comes from the Alaska Road Commission who accomplish a 
great deal with the small appropriations they receive. The Bureau of Publ 
Roads also accomplishes as much as possible with the funds they receive. Y« 

‘ » th none of the communities on the western side of tl 
Kenai on the Sterling Highway are incorporated and the only one with any for 
of municipal government is Homer. In such a situation it cannot be expected 
that the communities would be in a position to accomplish any improvements to 


ire nndoubtably ¢ sre 


the highway, or even to maintain a portion of it. Therefore, of necessity, we must 
seek assistance from the Federal Government if this area is to achieve prope! 
development The abundance of natural resources found at Homer and its 


environs will never be developed until adequate transportation facilities by land 
sea, and air becomea reality. Development of a cattle industry, the tourist indus 
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various mineral deposits including vast quantities of commercial grade coa 
for commercial use, and others need the transportation facilities tha 1 
ng the Sterling Highway will make available. Whatever information and 


ince you can give toward achievement of this project helps at least 2,500 
wericapns, to push back the American frontier a bit farther, and fosters new 


es for a successful future for the Kenai Peninsula and Alaska 

Mention is made in your letter that the record will be kept open for some rit 
the public hearings have closed. Should you and your committee conside1 
wove information warrants ine ision in the record, it will be appreciated 


e may be notified of same. 


Respectfully yours, 


HOMER S. THOM IN, Mana 
MENT OF Epwin M. Suppock, ALASKAN MERCHANDISERS, ALASKA’S LARGI 
LIOME-OWNED WHOLESALE GROCERS 
ntlemen, for all its time in existence, the distribution industry in Alaska 
een plagued by situations which deny it the proper leverage it must ha 
fill its rightful destiny The result has been that direct shipments f 
ifacturers to retailers, paper-profit Sales (where a wholesaler has | I l 
ier ship direct to the retailer for the account of the wholesaler, : tl 
esaler take the cash discount for the transaction), or sales from stateside 
esalers, take all the available Alaskan market 
\ ! it contrel of the marl in Alaska, | \ ri¢ i hh e ] ye 
h to build their business. Th cannot procure fhi t capita 
ise they cannot justify the expenditures necessary to build facilities and 
k inventories wholesale operations require 
of the most necessary situations for buildit ocal distribution i 
freight differential of sizable proportio for large shipments Wi 
a condtion existing, the spread b een ( hip 
! 1 it are ensily put etl b ! py } } 
ges bet ef smi uid laree hipper so greatly th qist! I 





ead to work with by putting together large distributor shipments 
Recently the Alaska Railroad, at the constant urging of the local dist: 





uUStry, e@STi blished incentive rate for large distributor s 1 Thes 
es are for carloads greatly in excess of the weight of minim al ds 

ir Classifications of commodities This type of rate, for the first time, 
ns to give light and promise to the local distribution industry Herein 


able to do something that retailers cannot do: and so he 


tributor is ; 
e of the control he must have in a local market to keep in busines 





But immediately comes a cry of foul from railroad competition Also, a re 
congressional visitor cries that this situation is creating “bargain base 
* rates for the railroad to use against its competitors If this kind of 


k is the source of sabotaging the railroad’s new distributor rates, then 





ve injustice will accrue to the Anchorage distribution industry, and this im 
tant function of Anchorage’s economy will be relegated back again into limbo 
This reporter does not have any brief for trucks versus railroads But as 


istribution firm we know these facts to be true:(1) regardless of the media 
transportation, it is necessary that rate spreads be made for big quantity 





ppers—and these rate spreads should luate upwards for large carload 
ppers vs. small carload shippers; and (2) freight rates for all media must 
controlled by some regulatory body This reporter constantly hears this 


ase: “What rate do I have to offer to take your business away from so and 
In this manner a retailer often outbargains a distributor for lower rates 
In summation, this report concludes that whatever steps are taken to regulate 
insportation rates, such must be considered in the light of keeping the local 
ribution industry healthy. Or, in other words, incentive rates are the life 
od of distribution. Take them away, and the industry perishes. 
Thank you. 


STATEMENT OF HAROLD E. PomeEroy, Director, DEPARTMENT OF CIV 
DEFENSE, TERRITORY OF ALASKA 


Dispersal from the Anchorage area in the event of an attack on the United 
ites from the Soviet Union would be of the greatest urgency In the absence 
advance military intelligence indicating that an attack was being mounted, 
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warning time would be critically short as Anchorage is only 800 miles from Soviet 
airfields on the Chukotski Peninsula. 

Anchorage is bordered on the east by the Elmendorf Air Force Base and Fort 
Richardson military establishments, and on the north and west by Cook Inlet 
and Turnagain Arm. The highway through the military bases would be ove: 
loaded with military dispersal. 

The escape route for the civilian population of the entire Anchorage area is 
the one highway to Seward skirting Turnagain Arm. Rugged terrain prevents 
widening or paralleling this highway. 

Any additional means of egress would help relieve the present critically unsat- 
isfactory situation. It would be unsound to attempt to skirt or traverse the mili- 
tary reservations with additional routes, even if this were tolerable from the 
military standpoint, as to do so would be to move the civilian population directly 
into and through the main profitable military target in Alaska. <A route whi 
would permit getting across Knik Arm to the Susitna Flats would provide the 
best possible additional means of escape and dispersal. 
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FRIDAY, OCTOBER 14, 1955 


Untrep Srates SENATE, 
CoMMITTEE ON ForetIGN AND INTERSTATE COMMERCE, 
Juneau, Alaska. 
rhe committee met at 10 a. m. in Juneau, Alaska, Senator Warren 
(i. Magnuson (chairman) presiding. 
Present : Senator Se hoeppel and Delegate Bartlett. 
Also present: Mr. Frank Pellegrini, chief counsel; and Mr. Edward 
larrett, chief clerk. 
Senator Magnuson. The committee will come to order. 
First of all, I want to express on behalf of Senator Schoeppel and 
myself, and the staff, that we are glad to be here in Juneau. And, of 
ourse, we thank you for the usual Juneau hospitality, the Alaskan 
hospits lity. We have been up in Anchorage and Fairbanks, and we 
ire swinging down to Seattle territory for some hearings next week. 
Coming up on the elevator this morning the elevator operator said, 
“Senate Investigation.” We had a barker out there which leads the 
‘hairman to suggest that we are not here to investigate, particularly, 
anybody; I don’t quite like that word. We are here to hear about some 
‘f the many problems that confront the Territory of Alaska because 
the Senate Committee on Interstate and Foreign Commerce have a 
number of these problems within its jurisdiction. That includes all 
matters of transportation, which includes water, air, and land trans- 
portation. Secondly, another great problem involves fisheries, which 
also comes under the direct jurisdiction of the Senate Interstate and 
Foreign Commerce Committee. We are here to see what we can find 
out about some of those problems, and get a better perspective of them. 
We hope to go away with a better underst: anding of those problems, 
ind that we might be helpful in their solution. 

Proper solution of these problems may require not only legislation, 
which the committee itself directly would handle, but it might also 
nclude some administrative action, or action by some of the inde- 
pendent, so-called quasi-independent commissions, of which a number 

are under our committee. These include the ICC, CAB, and others. 

We will let the elevator operator call it investigation, and you might 

ittract more people that way; but, seriously, what are trying to do is to 

ind out what we can, and try to be as helpful as we can by under- 
standing the problems of Alaska, the bulk of which. as I said, are 
within the direct jurisdiction of the Senate and the House Interstate 
Foreign Commerce Committees. 

I am glad, Andy, that they have us in the Senate Chamber, which 
makes us feel doubly at home. I think if our Senate Chambers were 
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more c mn ipact like this, if we could rub elbows a little closer, we mig! 
accomplish n ore ourse ‘Ives. 

It is nice that we are here. We have been fortunate to have with 
on most of the trip your Delegate, whom you all know, W ho, of cours: 
ha been helpful to me in the ( ‘ongeress of the United States concer! 
ing Alaskan problems for many, many years, as long as I have bec 


Also. the Governor, who sits in front of me. I have known for mm 


years before he was Governor and since, and I want to say also that 
we find there is very little partisanship involved in the matters whic 
are of great interest to you. 


Our first witness this morning is the Governor of Alaska. You 
onor, we would be glad to hear from you at this time. 


STATEMENT OF B. FRANK HEINTZLEMAN, GOVERNOR OF THE 
TERRITORY OF ALASKA 


Mr. Lis INTZLEMAN, Mr. mae ew members ot the commit Lee < }* Q] 
many years asa public offic ie lj Alaska ‘ I hi ave been partic Ipatin oe 
cont ences having to do with the deve lopment of the natural resource 
of the Territory, building it up in various ways. And almost invan 
ably the big question that has come up, the big problem confronth 

s has been the matter of transportation. So I think it can be truly 

that we shall frequently hear in Alaska that transportation is th 


key to «k velopment. Therefore, I am ore atly pleased that the chau 
man of this committee a se the members of this Committee on Inte 


state and Foreign Commerce are giving special attention to thes 
Alaskan transportation problems, and that you have come north t 


study the situation firsthand and to find out from the people her 
what they have to say, and what suggestions they have to make for 
better ee 

Mr, Chairman, f have prepared a statement which I would like t 
ubmit on in the interest of saving time. And, I notice also that 
you have a great many witnesses on the program. I would like t 
talk, shall we say, offhand in connection with some of these things. 

Senator Magnuson. Governor, we will put your entire statement 
in the record. 

Mr. Hemnrzteman. Put the whole statement in the record later. 

Senator Magnuson. I might say at the outset here to all witnesses 
that we will keep the record open for several days, for any correction 
that anyone wishes to make, or additions they would Tike to mak 
rather than testify. 

Mr. Hrmnrzreman. Iam submitting this prepared statement for th 
record. 

There are certain kinds of transportation here that I will pass ove: 
very lightly, not because they are not important, but because there ar 
other witnesses here better prepared than I am to discuss them 1 
detail,so I will just mention them. 

First is air transportation. T think that Alaska has excellent a 
transportation, and it is constantly getting better. 

Alaskans, as you know, make unequal use, I think, of this airplan 
service because of our great distances, and our limited population 
All of our larger towns and cities have, what I would consider, good 
airfields. And I think there is practically no community, no matte! 
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yw small, in Alaska, that doesn’t have some kind of air tr uisportation 
at has an airstrip. These airfields are constantly being Iniproved., 
The rates are high: the air travel rates and the air fre ht rates are 
eher than in the States, but those are questions, the ques 
oht rates. Passenger rates on airplanes is something that J 

t prepared to discuss, 
It seems to me that they are matters that have to be considered by 
lists inthe CAB. But I would like to talk at more leneth about 

er transportation. 

f Alaska is going to grow 
Senator Magnuson. You will pardon an interruption there, Gov 
but Il want to make a 1 apology. I did not introduce e very! ody 
Shaan to the very aotianmadahia d Senator from IXansas, who is here 

th me. Senator Schoeppel. I apologize to you. 


enator Scuorerren. Do not worry about that. I am happy to be 


Oli. 


Mr. HemnrztemMan. As I say,if Alaska is going to grow, it must have 
(per and uninterrupted transportation for its products, and, to a 
ry large extent, this movement ot products to the States has to be 
iu cer. If we are eoing tO Move them cheaper, there has to be less 
ndling involved. Therefore, from the studies that I have made of 
. the conversations that I have held with tr wnsports ition peop le, 
ems to me that the roll-on and the roll-off type of s hip is the answet1 
ie question in the form of sea trains or ferries 
his kind of facility, of course, permits of land, water and land 
sportation from the door of the producing conipany to the door of 
e consumer. Therefore, we are pleased at the prospect ot vetting 
ese seatrains to Whittier. 
We also think that you ought to give consideration, or consideration 
i be olveh, | should Say, to the need for addition |] ce? e \ 
sen trains to ports like Valdez, and also Seward. And | ho 
nk that an investigation should be made of the possibilities of put 
the service also into Anchorage. 
Now, when we come down into southeastern Alaska we find a little 
: ferent situation. Special problems are involved. But T think thers 
re fine possibilities here for special treatment. The transportation 
ute Iam referring to here is the Inside Passage. And, of course, it 
erves not only southeastern Alaska, but the Yukon territory of Ca 
la, and northern British Columbia, and these 53 political units to 
her constitute what I regard as 1 economic unit. a unit that is p 
rily dependent for the transportation of its products on this Inside 
age water route. 
So far as southeastern Alaska is concerned, I think it is on the verge 
“a fine economic development. I have particular knowledge of thi 
tion of the Territory because I had charge of many of its resources 
a great many years. QOur timber resources are fast coming into 
e, with 1 pulp mill in operation, 2 others in pene and with, ap 
ntly, some large mineral developments that can be looked for in 
‘near future. 
Industry is needing waterpower, and we have good waterpower 
‘tentials in this section of the Territor v. Incidentally, many of them 
ive studied myself as a represent: itive of the Federal Power Com 
sion some years ago. 
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And also we have scenery and game, on which we hope to build up 
a much larger tourist industry than we have at the present time. 

Those who have studied the situation here in this economic unit. 
which, I say, comprises not only this section of Alaska but the — 
ing sections of Canada, think that we ought to have some kind of : 
common or at least an integrated system of water transportation, Foal 
then, of course, tributary roads, leading down to the tidewater below 
so it will serve all parts of this whole economic unit satisfactorily. 

One of the things which has been very unsatisfactory, or, I should 
say, something which has given Alaskans no satisfaction, is a severe 
blow, that is, ~~ discontinuance of the passenger service on the steam 
ers running to Alaska. The main part of Alaska no longer has any 
passenger t satel ion service of any kind. 

It seems to me that every possibility should be explored to try and 
get tr insporti ition to that section of the Territor y put back into service. 

Senator Scnorrre.. Mr. Chairman, I should like to ask a question 
there. 

Senator Magnuson. Go right ahead. 

Senator SCHOEPPI L. You have heen here a long while and you, ol 
course, know the possibilities of one of the things vou mentioned here 
on the tourist trade which is great and is going to be greater than now. 
What actually caused the discontinuance of the passenger service / 
Was it because it was only seasonable, or were the rates prohibitive 4 
vo Was It Ina nutshell’ 

. Hemyrzteman. I think primarily it was the competition of the 
airlines. During 8 months out of the year, during the summer months. 
the tourist business has been ox ron on steamers, but for the othe 
months of the year it was quite difficult, and too difficult, I should say, 
to pick up e ‘nough passengers and m; ses it pay; pick them up in com 
petition with the airplane. 

And I was going to suggest that one of the things that should be in 
vestigated is the possibility of getting the MSTS to Curry a lot of its 
a lepe nden tS — the muilit: ary pe ople on the COMMMEL( ial steamers, 

You m calla few years ago an attempt was made to do that, and 
I know that it was Pl shall I say, in more or less a haphazard man 
ner on the part of the military people fora secuaaia ible length of time. 
But it was so even, as L understand it, that one trip night hi ave a great 
number of the wives and the children of the milit: wy people oard 
and their goods, and the next trip might not have anybody at all, and 
yet the service was expected to keep the space for them. It seems to 
me that that is something that should be explored again. 

I sat in on a number of conferences, you know, Mr. Chairman, in 
Washington including that conference with the transportation peo 
ple over In the De ‘partment of Defense. And ii I recall correctly, in 
a number of cases, steamship people, who were partic ipating in that 
conference, or those conferences, claimed that they could actually 
carry passengers cheaper than the Army. So I think that that is one 
thing which would help to bring back the passenger transportation. 

Senator Magnuson. Governor, I should mention SO the people here 
will know, that you, the Delegate, and I have sat in many meetings 
on this. Up in Anchorage we queried the transportation officer in 
charge of all the transportation. I asked him to write me whether : 
prohi ‘bition of MSTS hi indling passengers on less space, if it was oe 
otherwise available, would be sufficient to justify economically in his 
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nion the 12 months passenger service. Or to put it another way, if 
¢ passengers were available, would it give a given ste amship com 
nv. Alaska Steam or anyone else, economic justification to continue 
rrun? He was of the opinion that it would not, and he so testi 
|. Hlowever, we have had all kinds of testimony, and I have been 
vy recently in Seattle. The company itself has said, on occasions, 
{ they think they might resume service. I think the y us sed the term, 
might be able” to make it if some help coule | be olive n to transfer, 
irewlenny, the anpencenin ta ther howts, 
Phat is a matter which [ think we want to explore very carefully in 
Seattle when the steamship people will be present. I have the figures 
the number of people, and I personally, not having to take the 
its or losses, think that it would be enough to Justify the continua 
of thi at passenger se rvice, 
[ must say frankly that the military has always been reluctant to do 
We on this committee, particularly myself, handling the merchant 
rine, have had a constant fight with MSTS, not only on passengers, 
also on cargo whe re private space Was available. We had a bill 
ding, which is a sort of sword over their heads all the time, that we 
pass, I think, in 5 minutes. It isasimple bill. It merely says that 
ace is available with a commercial line that they shall use it. 
lhev have been fairly good about it in the last year. I must say that 
vet results requires being alert constantly to what the military is 
ng all the time. And MSTS, we are trving to get them out of 
siness as fast as we can, if they aren’t needed in certain places. But 
[am vaee tii it if anybody could have the guarantee, not the guarantee, 
t the availability of this military personnel passengerwise, that you 
ould have 12 months out of the vear passenger service. 
Mr. HerntrzteMan. I certainly gained that impression, Mr. Chair- 


Senator Magnuson. Despite the testimony. And, I question wheth- 

e is correct, despite the testimony of the transportation officer in 

\nchorage on Tuesday that he did not think it would be quite enough 
nsure vear-around service. 

\ir. HemnrziteMan. I certainly got that impression, Mr. Chairman. 

Senator Magnuson. Yes. We have had several conferences both in 
Washington and in Seattle where the Seattle chamber group has taken 
this matter up. I think you. Governor, have been to a couple of them. 

Mr. Hernrzteman. That is right. 

here is one other thing that has been suggested that seemed, to 
me, might be explored in connection with the steamship service to 
Alaska. That is the possibility of getting some sort of ground for the 

struction of steamers of the type we need here. And a direct Fed- 
eral grant, the kind that shipping companies get, that are operating 
foreign, known as construction subsidies. 

[ am also told that, in addition to that, there is a possibility of these 
companies, that are operating foreign to borrow money from the Fed- 
eral Government, for say, a 20-vear period, at a low rate of interest. 

[t seems to me that is something that might be looked into. I know 
there is no law that permits it. 

Senator Maenuson. The Marine Act of 1936 provides that any 
operator can come in and build a ship and the Government will loan 

em 75 percent, and take a mortgage back on the ship. 

“Mr HEINTZLEMAN. Yes, sir. 
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yr M AGNUSON, And that mortgage will he Lu iranteed up to 


an look for some hope along those lines fc 
another provision, an amendment to t 
lich has recently been passed through o1 
, if it is a special purpose ship, then a hu 
» loaned on S714 per ent of the COst via Governme) { 
financing. ‘That has been ap yproved. And on thi 
you speak of the roll-off and roll-on, or the sea train, 
bination of that becomes a special purpose ship; therefor 
oe shouldn't be any where near as difficult as it used to bi 
Lor sn t take any loss because thes ; ships pay off, 
that possibility, and it is even better now, because we al] 
xperience that you have got to have special types of 
rom the Alaskan trade. 
EMAN. In connection with this special type of ship th it 
1) trai here 1, southeastern \laska these roll-« 
carry railroad cars, trucks, automobiles, starting 
attle, somewhere down the line, visiting all these towns on th 
Passage, ending up at Haines and Skagway; Haines, wher 
ea highway to interior Alaska. 
ator MAGNUSON. And al pee ane. 
PLEINTZLEMAN. e. Skuoway where we have t 
running into tion interior to the headwaters of the Yukon 
that they s hould also e: arry passengers. At least they shoul 
carry the passengers that want to take their automobiles with them on 
} boats. 

And I am honored that with these growing industries in sout] 
eastern Alaska that we are going to need that sort of transportatio 
und that we could support that sort of transport ation very satisfa 

vr oht now. 

I told vou that Ils are con ning Mh he Te, sawmill] s and other things. 
They all want railroad cars to be loaded right in the plant and carrie 
south and set on the rails at some southern rail terminal, or at least 
they want trucks, trailers. And I am sure that if we had such servi 
as that on the Inside Passage, a great many people that work in Alaska 


¢ the summer months would bring their automobiles north that 
2 else they would travel south that way. 
. other words, they would make a circular trip over the highway 
ke advantage of the transportation facilities of the Inside 
And, of course, it would certainly be a big attraction for 
touris 
Senator Magnuson. I was just checking here, Governor. This is 
the application of the Alaskan Steam to the Maritime Board for two 
ships to cost $9 million : pecs And, there are no provisions, classes 
of passenger accommodations, none. 
Mr. HetntziemMan., | caiiaken. 
Senator Magnuson. Yes. This has not been passed on as yet; how- 
t has been passed on but approved by the Board subject to 
ves, of course. 
Mr. Hrtnrzteman. That is for the roll-on, roll-off boats moving 
tward ? 
Senator MAGNUSON. Yes. 
Mr. Hetnrzteman. I am speaking of southeastern Alaska. 
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Senator Mac NUSON. Ye s. But there if seems to me that thre re W 
no reason, if this oper: ation bec: ame successtul, why it could not be 
plemented by a Cvpe oft lp tliat night also serve southeast 


? 
ould 


Mr. Heinrzteman. The information I eather is that we would need 
pecial type of ship 1 in southeaste rn Als ae different from the hips 

lich operate to the westward. Tl hey would not be so expen ive, 
Senator Magnuson. You are familar with the Wyer report / 

Mr. HWemnrzteman. Yes. 

Senator MaGnwuson. They recommend the “lift on. lift off” sea 
e and the possib le extenst n of TV] e To su hh ports as Seward, 
Idez; but appare ‘nitlhy Alas ska steam i cided on roll oe ana roll-on 
Whittier only. But with these ships | don’t think othe r port could 
used without new i facilities. 

Mr. WeminrznemMan. No,sir. 

Senator Maagnuson, So, therefore, what vou are speaking of and 
aut a am thinking of too, is a different type of ship. 

. HWemnrzteman. That is correct. 

Senator Magnuson. Which could be built under the same conditions 

Titeeccns anatase. 

Mr. Hemrzteman. That is right. It night even be operated by 
sume company. 

senator M AGN USON. Well, whoever 

Mr. Heinrzteman. It would be a different operation. 

Senator Magnuson. We did find out in Anchorage that 50 percent 
the cargo is available for anyone else. I do not know whether that 

ll be an incentive for competition or not, but at least theoretically it 
here. 

Mer. Weinrznruan. Another thing we need in connection with trans- 

rtation here is more small-boat harbor improvements. 

[ know the chairman is very familiar with the suitation. And I 
ww Alaskans too are very grateful for the work that he did last 
iin trving to help us in that regard and getting at least the money 
essary for —— these small-boat projects. 

()ver the last 10 year's there has been an accumulation of smal] boat- 

rbor projects that have been passed by ec eers, passed by the 
id of Army Engineers in Washington, and Bureau of the Budget, 
ire awaiting funds for construction. I felines the total amount 
lOney y involved, for something like 17 projects, is about $11 million. 

\t the rate southeastern Alaska is growing, and in view of the fact 
it in the last 10 years the number of small boats has doubled, and 
remembering that up in this section of the country these small 

its are very largely work boats in this country, and boats in this 
intry are to people what trucks are to farmers living inland, we 
st have safe havens for these small boats. 

Senator Scnorpren. Governor, I have observed in these hearings, 
d I think it is very good sign, that you have found the Army engi- 
I's very cooper: ative along that line. have you not ¢ 

Mr. HemnrzLEMAN. Very much, indeed. 

Senator Scuorrren. It is the question of the appropriations and the 

»proval of these projects, which, of course, rests largely on the matter 

' justification for them. 
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I will say very frankly for the record, I do not think that the chair 
man has been remiss in any particular. He has been at that rathole 
watching them pretty close and insisting on those things, and has been 
very successful, I should say. 

Mr. Heinrzteman. As I mentioned a few minutes ago, we hav 
been very grateful to him for the effort put forth in that respect. But 
~ demand, the need for these small-boat-harbor improvements is in 

‘reasing every year. It seems to me that we ought to try and wip: 
out this backlog that has developed over the last. 10 years, becausi 
these new ones are coming up all the time. And, the first thing we 
know, we are going to be hopelessly be hind; and I would cert rinly 
like to make the suggestion that, in the « ‘coming session of Congress, all 
of us get together and see what we can do towards getting the mone) 
necessary, or get the money necessary to clear up this bac :klog in the 
next couple of years at the most. Otherwise I think we are going to bi 
greatly crippled, economically crippled down here in southeastern 
Alaska and other sections of Alaska, too. 

This is something in which I am very much interested because of 
my interest in building up the industries of this country. We have 
25,000 miles of shoreline in Alaska, and in Alaska a great deal of ow 
industrial development is going to involve the use of boats. 

Senator Magnuson. I have taken this approac h to these things and 
have so stated in the Senate Appropriations Committee when they 
come up. And, of course, thank you for the fine compliment, but 1 
must say that this fellow [indicating] is standing breathing dow) 
my neck all the time about this thing, and, naturally, I never cai 
forget it. I am never allowed to forget it, but I have always been of 
the opinion that these things are going to have to be built anyway. 
sooner or later. The necessity and the engineers’ fe; asibility ratio o} 
all of them is good which you are familiar with. The quic ker we get 
at them, partic ular ly when the need exists, the qu ucker the “Vy are gO Ing 
to become a part of that economy that ultimate ‘ly pays taxes back to 
the Government by virtue of the fact that the facilities are better. 

I would hink that in southeastern Alaska the need is accelerated 
because of the fact that you are getting a few industries started up, 
many of which will be served a lot by water, and the small-boat harbor 
are going to be helpful. And then, of course, for the fisheries, there 
is no question about the need for some of the fisheries, 

We have all these projects listed, the ones that will be finished by 
next vear, Metlakatla and Petersburg, and Wrangell. and the one at 
Seward, the harbor of wns at Seward. We have some authorized 
and not funded. that is. Craig Harbor. Elfin Cove, Ketchikan, and 
more work in Kodiak, whic hi is Very important, because that is going 
to be enlarged. IT believe the Navy has much larger plans for Kodiak 
than most people in Alaska realize, and also Pelican Harbor and Sitka. 

Now, Sitka shor I | probably be important, and Skagway and Valde: 
Those are the ones that don’t have any definite priority, but at least 
they are right at the top, and ever ything has been done, the feasibilit) 
wdithantnen ental lished on them. 

But the reason I make this statement, and I don’t say this in any 
way being critical, and it is just a thought in my mind. We do com 
to Congress : oan we talk about these projects separately. Ez ach stand 
ing on itsown. You have never been noted for your modesty up here 
in espousing causes: one community in Alaska wants its project and 





ALASKA AND WEST COAST TRANSPORTATION PROBLEMS LS7 


nother wants its project. And the communities really go at it, not 
at they don’t want the other to get its project, but if they think there 
to be only a limited number granted, there is going to be quite a bit of 
tivity on the part of the communities. 
: [ am wondering if it could not be possible to have a regional port 
authority of some kind in southeastern Alaska whereby the projects 
ithin that natural geographical and economic area could be treated 
a Whole; that we might be able to move faster insofar as Congress 
concerned, as a practical matter rather than discussing each little 
dividual project. 
Mr. Heinrzteman. I think that is correct, Mr. Chairman. 
Senator Magnuson. That can be done in a voluntary way up here. 
lor instance, I think that I could make a better case in front of the 
\ppropriations Committee, things as they are by saying, “Well, look, 
ve really have a crying need for $13 million for boat and harbor 
improvements in Alaska.” I think that is a practical matter. I have 
a better chance to do that than to try to sit down with members of the 
Senate Appropriations Committee and discuss each little single pro- 
ct and then let the Army engineers or you people up here, in some 
ay yourselves, determine somewhat this priority. 
This is merely a suggestion. I don’t know, I think it would work 
better legislatively in getting through these matters in Congress. 
| You know the story down there; we only have so much to go around 
d we do the best we can. But here are projects that have good 
feasibility, and I think the need is even greater now than they were 
when first surveyed. 
Mr. HernrzLeMan. You are right; the need is greater. As I said, 


e; the number of small ports has increased or doubled in the last 10 years. 
' \nd now they are increasing at even a greater rate because of these 
| new industries that we are getting here. 
. \nd, I agree with you from the standpoint of getting the necessary 
funds to build them is to better group them and everybody get, maybe, 
. behind the whole program. And, I know that Delegate Bartlett and 
myself have discussed this many times, and we decided last year that 
: e would go over the whole thing, all of those that have been approved 
a to date during the last 10 years, and for which no money had been 


made available. We took that matter up with the all Alaska Chamber 
ye of Commerce, and with individual chambers of commerce, and I am 
glad to tell you that that is the way we are going after it this year. 


a Senator Magnuson. I am glad to hear that because I do think that 
na t would be quite helpful in a practical way in getting these matters 
no presented to the Congress and getting the money. | 
ak Mr. HernrzteMan. I would like to mention at this point, too, we 
Ke don’t want to forget that the local agencies here also contribute to the 
a boat harbors. It isnot all Federal funds. . : . 
ast Senator Magnuson. No. Excuse me for interrupting again. I 
ity think that the military should take a part of this because they are 
getting a great number of benefits all over Alaska by the use of these 
ny harbors. Not only just the use of say, Whittier, which is wholly 
me military, but all of them. And it seems to me, that they could be 
1d called on to, first of all, put their wholehearted support behind the 
ere projects and declare them essential to the defense of this whole area 
nd 1 no uncertain terms. 


(nd, secondly, where they get some use out of them maybe, give us 
ne aid. 
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Mr. HemnrztemMan. That is interesting. 

Senator Magnuson. We give the military plenty of money. 

Mr. HetnrzitemMan. As | Say, the local inte rests do contribute to t] 
harbor improvements. The local interests supply all the mooriné 
equipment in these small harbors, And that money is supplied by th 
mun le1pi ilities. and also from the was tax a held tax which we put 0} 


Territorial fuel, a tax which we put on both fuel and it amounts to 


quite a s ib tantial sum of money. 
Senator Magnuson. How does tha work, Governor: is that tax 


distributed out in a pro rata manner, or does the Territory use it / 


Mr. Hetntrzteman. The Territory uses it whereever it is needed 
pretty muc ‘th, in a locality where it has been collected. 

Senator Magnuson. Te ‘rritorial aid to localities 4 

Mr. Hernrzteman. That isright. 

Now. J would li ce tosay some thing about highways. 

We have men here who are very well versed in all the highw: av needs 
of Alaska. I would like to make some general statement in that 
connection. 

In the first place, you can’t develop a country without roads. That 
is self-evident, And I ald like to point out that at the present 
time, Alaska with its 3.860 miles of roads, that only 950 miles of it 
blacktopped, the rest is gravel road. About two thirds of it. I believe. 
IS What we eall secondary roads OF access roads. 

I would like to speak first about the necessity of these access roads 
In a country like Alaska where we are still looking around, exploring 
our mineral possibilities, and the possibility for the development of 
other resources, we just cannot do it without these cheap access roads 

If we only have, say, about two-thirds of 3,860 miles in this enormous 
area. then we have to open up in these new areas these temporary roads, 
and that is econdary roads. 

_ isone of oul prime 1 eeds on highways. 

Then also. of course, we have to have our arterial roads for these 
Lecess abe to connect with. Of course, we are also very much inter 
ested im eetti of better road connections to the States. It is something co 
which h is been talked about and wo irked on he re fora ereat many yeu! 

The only road we have, at the present time, is the Alaska Highway 
Itisa eood road. Youmls: es Say that it isa road that leads east rath: 
than south, and that Al: is 1S by and large have been more interest: 
in getting a road to the P acific Northwest. in getting a road. say, be 
tween the Twin Cities. 

Now, the road connection that we want to the Pacifie Northwe - 
where we have close, very close ties, of course, financially and soclall 
economically and otherwise, is what we call the “A” route. 

It lies entirely W ithin the Proy ince of British Columbia. Tt extel ds 
from Atlin down to Hazelton, perhaps 500 or 550 miles. 

We have to work with Canada if that road is to be built. 

I have been in very close touch with the Canadians, who are inter 
ested in the developing of our territory and in northern British C 
lumbia that would be served by that road as well as Alaska, and | 
think, Mr. Chairman, from a recent talk that I had in Vancouver, that 
the Canadians are going to be very favorable to building that road 1 
the not-too-distant future. But I believe it would help a great deal 
if we would show interest in it, more interest in it than we are. I mean. 
in talking to them. And, of course, one of the things in which we ar 
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iterested, and which appeal to them tremendously is the possibility 
I vetting these tributary roads leading: down from this proposed me! 
oute highway, to the seaports in southeastern Alaska. 
It is important to us here, because such towns as Skagway, Juneau, 
etersburg, Ketehikan, and SO Onl and SO forth, could be given a road 
nection to the States. 
These roads are very, very important to the Canadians, because it 
ruld five them a skort outlet in each, down each of these river val- 
for the minerals and other products which they are beginning to 
oduce in this section directly in back of us here. 
Most of you know, of course, that this panhandle of southeastern 
ska includes a strip of mainland some 400 miles long, averaging 
out 20 or 25 miles wide, but by a — of big rivers. And these 
vid connections, these tributary roads, in my opinion, could be built, 
d should be built, | DV eae h of the tw Sai paying for and main 
‘ing the section of the road within its own boundaries. And I think 
it an effort should be made to get together vith the Canadians, not 
ly with British Columbia, but in many cases we would have to 
ork through the Dominion Government. British Columbia largely 
ilds its own highways, but the Yukon territory, which would also be 
pie by this road as vou pe rh: ups know, is under the administration 
» Domi ion Government. So it Is necessary for the United States 
\ echo and the Government of Alaska, and these two Canadian 
rnments to vet together and decide on a road system for this section 
country. 
nt know of anything | inthe w: L\ of hiel ways that is of more im 
e, | mean, to southeastern Alaska, at the present time, in getting 
se road connections through, As I say, they are also tremendously 


» t 


these mines at the Taku J iver, mines back at Skaoway, the big 
oe. that has been struck east of Ketchikan, and even down in 

Columbia, which ts just south of the Alaska line, which 
] 
i 


portant to the Cana lians, The (¢ anadian mining companies who 
» 
‘ 


ave A connection to this hig iwav, ure interested 1) this 
] 


I think that the time has come when we all ought to get 


Delegate Bartlett and you, Mr. Chaim 
have been working on this thn 0 
Senator Maagneson. I passed the first bill in 
fr. HEINTZLEMAN. 1936. 
senator MaGnuson. Yes. 
Mr. Hetnrt:; ‘LEMAN, » the time has come to rea / get some avetion 
use the Canadians, I believe, are just as Mm 1 interested m it as 
are, 
Senator Magnuson. Well, Tam glad to hear, Governor, what you 
about it. T have been trving to get them to move for 30 vears, I 
ist say that IT think the feeling in British Columbia is even stronger 
wwe than it has been for a lone time. You and T have diseussed this 
Vy of ensions with the Delegate. As a matter of fact, Ll need not 
peat a little history, but we were about ready to build it when the war 
oke out. I pec go of the Commission. IT went to sea, and they 
ilt the road all right, but T thought they built it in the wrong place. 
But, the military made that decision, although we were all ready, eng! 
neering-wise, to go up that route. I think we, of course, know the situa 
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tion asitisnow. British Columbia did follow through with the Joh 
Hart Highway. 

Mr. Hemnrzteman. That is right. 

Senator Magnuson. Which many Alaskans are now using when thi 
do use the Al: isk: an Highway to 90 to the States. I think the next 
logical step was the route which you specify, which T know by heart 
I have gone over it by air. canoe, foot, and everything else, It will be 
of creat benefit to southeastern Alaska. I think we can get something 
done. 

[ was wondering how the Alaskan people, though, felt about it, and 
I am only trying to be a servant in this matter. I do have the S. 985 
in the Senate. 

Mov. Hernrzitem an. I wanted to discuss that a little bit. 

Senator Magnuson. Yes, which I am sure you will discuss, and I] 
would like vers much to get the opinion ot you people up here on that 
subject 

[ inke no pride in authorship in this: it is merely an extension of, 1 
almost a quarter of a century interest and active participation in this 
matter. 

wan. The oe was one other road which I would lik 
comes into the Inside Passage, and that is the Haines 
woes that is de adv built, 154 miles in length. We call 


{¥ 
Pti. 


ator M \GNUSON. Yes. 
Mr. Her rZLEMAN. It connects with the Alaska Highway way up 1 
western Yukon territory. To me, it isa very Important thing that that 


h Sie ay en | be improved in a 10-mile section that is not very good, 
and also that it should be kept open in winter, And, T believe, that 
that particular highway is of such great importance to Alaska, that 
we would be well justified in transferring money over to Canada to 
keep it open if they didn’t allow us to go in there and actually keep it 
open ourselves. Tt doesn’t mean nearly so much to them as it does to 
is,as youmay know. I know that you do know. 

Senator MaGnuson. Yes. 

Mr. Hemnrzteman. It is in the very farthest west section of Canada. 
It is primarily a road that was put in to serve Alaska. 

[ was up to Tlaines, the other day, at the dedication of this pipe 
line. 

Senator Magnuson. T believe it isa prime military necessity doubled 

ith the fact that we need it if something should happen in the Gulf 

f Alaska. They have no chance to make those ports out in the other 
ig and they are solely going to be dependent on that cutoff and that 
pipeline. 

Mr. HWernrzteman. That is just what I was going to mention. I 
was up to this dedication of the pipeline the other day, and TI think 
on every hand I was told by Canadian officials, and American of 
ficials, that were there, that we are concerned with this pipeline: that 
this road should be kept open if for no other reason than to service 
this pipeline. 

[ believe the military people would like to keep it open, and I 
know that the people of Alaska are very much in favor of having that 


road kept open the year-round so they could get down here to the 
shelter waters of the passage. 
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Senator Magnuson. The statement was made up there day before 
yesterday that this pipeline is going to save $314 million a year. Those 
7 robab ly correct statements. 
. Heinrzneman. Yes. 

anaes Magnuson. But it seems to me if we have something that 

s saving us $314 million a year that, just for dollar and cents purposes, 

e ought to be able to spend a small amount that is necessary to keep 

g open in the wintertime to protect that investment that is saving us 
omuch money. ‘That was the only justification for building a pipe 


Mir. TeinrztemMan. That is correct. 

Well, Lam running over my time by far. 

Senator Magnuson. Well, it is all right: we have lots of time. 

Mr. Heinrzieman. I want to mention something about the Federal 
\id Road Act. Then if you want to ask questions of the men who will 
low me, they will know more about the details of it, and that will be 
i rignt with me. | yu ist want to hit some of yrs ae sp TS. 

You know Alaska is the only unit unde American flag that 
it under the Federal Highway Act. As ve know, we vo into Col 

every year and ask for special aid for highways in the Interio 

es Department appropriation bill, and it is becoming more and more 


ficult every year to get the amount of road money that we are sure 

» need, It is particularly true since the Army has not elve m us, I 
; ould say, are not giving us the active support that we used to get 
! Alaska roads. The roads in which the military people are mostly 
ul samuel have mos ty largely now been built. But if we could get 
(| der the Federal Aid Road Act we could plan better ahead in the 


ldine of roads. 
au \nd also we think that we would get more money than we would 


to nd than we are getting at the present time. And that is something 
Delegate and I are going to discuss this winter in Washington. 
t0 fore we do, we want to talk it over with the people of Alaska and 
what they think about it. And we want to talk it over with our 

id building agencies here, too. It is going to be necessary, if we 
a ne under the Federal Aid Road Act, to make certain modifications 

Act. At the present time, all of the States, Hawaii, Puerto 

pe Itico, and the District of Columbia are required, under the Federal Aid 

| Rond Act, to maintain roads themselves; the roads that are built by it 

led cooperation with the Federal Government. But, in view of our 

uf il] population up here, and our enormous size, if we had to main- 

er n the roads entirely out of the Territorial funds, we wouldn't have 
vat y money left for matching purposes. 

So the thing the Delegate and I have been talking about is the 
| I possibility of getting a modification in the Federal Highway Act that 
ink ould permit the Federal Government to participate in the main- 
of tenance of the road as well as in their construction. If that were 
haut one, then we would have some money left over for matching purposes. 
10 (nd, in view of the fact that Alaska is over 99 percent in Federal 

vnership, the matching obligation would be very favorable to us. 
1 I lhe way I work it out, the way I work from the formula, I think 
hat that for every dollar that we would put in we would get approximately 
the ven, isn’t that correct, Mr. Delegate ? 


Mr. Bartietr. That was the formula projected some years ago, cer- 
nly. 
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Mr. HemnrztemMan. Yes. 

senator M AGNUSON, \\ ell, Vou would have to come under the pre 
ent act, whatever the formula would be in the present act. 

Mr. HeInrTzZLeEMAN. Io x¢ e] t that we would like to vet a modificatio 

senator MAGNUSON. You would have to beein With that for 

first. 
Mr. Hetnrzneman. We would use exactly the same formula di 
to the tremendous area of public land in Alaska. We would fare vei 
well under that. As vou may know, the Western States do not beei 
to pay 50-50 like some of the Eastern States because of the enormor 
area of public land in t| ir bou Wel 1eS, burt up vere, oft Course, We hay 
amuch bigger percentage of public lands. 

Senator MaGnuson. Yes. 

Mir. Hetnrzteman. So we would like to explore that this coming 
winter and see what we might be able to get out of it. It would gi 
usa more even flow of lederal funds into roads. 

We think it would also give us more money. 

Senator Magnuson. I think you should do something like that be 
cause the way it is now, and no one knows it better than I do becaus 
] aim on the appropriat ions forthe Interior ] Jepartment. | will hand 
most of these things because of my proximity to Alaska, and Alaska 
not having representation in the Senate. But I don’t know how you 
can plan it up here very well now, because you live from year to year 
from July 1 to July 1. 

Mr. HernrzteMan. That is right. 

Senator Magnuson. And, another bad thing I have found that tli 
practical engineering situation, the meat ax falls on you about in tl 
middle of the season when you should make your plans early to 
ahead with thi project. Then comes July | and sometimes it even 
spills over to the middle of August. So, I would think that som« 
thing should be done. I have suggested this many times when we sat 
in our subcommittee on Interior appropriations. Something ought 
to be done because you have this problem, and we have gone dow! 
from S27 million, I think, in the last 5 or 6 years to what is it now 

Mr. Hemnrzteman,. $9.8 million. 

Delegate Barter. $6.3 million. 

te 1.3 million this vear for construction. 
Hein rz tAN. For ‘onstruction 2 
Senator Magnuson. Yes, for cor 


A 


Mr. Heinrzteman. A total of about $9.8 million. 
Senator Magnuson. Yes. 


It seemed to me that there must be a better Way to do it than the wa\ 


tis beine@’ qadone, \ 


nd again the hecessity for roads becomes oreal 
and greater. There has to be some planning. 

Senator Scnoeprer. Mr. Chairman, I would like to ask this gentle 

itn here about greater participation in this because of the overwheln 
ing amount of territory that is owned by the Federal Government 
there has been 

Senator MaGnt SON. Somet hing over 99 percent. 

Senator Scnorpren. As our chairman well knows here. there was 
a definite feeling in the Congress of the United States that. so long as 
the Government holds onto these various areas, that there ought to b 
a greater participation by reason of that fact. If they are looking to 
future development of these areas, which they should do, and whi h 
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ey are doing, and this great impetus that is coming will be produc 
etothem. Let me ask you this, do you have — ated tax in th 

State or do you have : x detlcntion ot funds that you raise / 

Mr. Hemsrzteman. Yes, 

Senator ScHoerreL, That has been used for only road improvement 

Inposes 4 

Mr. HemnrznemMan. That is the thine that I was going to call your 

ention to next. ; 

Senator SCHOEPPEL, Yes: how, in relation to anoth er matter | think 
Congress is not without blame, and not without some justifiable 

ticism on your part up here. I understood the Budget Bureau of 
Federal Government this last year sent down a much more gt 


is budget than \\ through the KS OHGTreSss, ere a ile Lo vet through 


1 plementation. a. ap prop mtlons oO] ir io] i\ ituation mm 


Heinrzteman. That is correct. 
ttor Maanwuson. Phat is correct. 


Senator Scuoerren. Let us just not deduct that, | mean, your chair 
! « 
] 


inand Tare sitting here asmembers of the United States Senate, and 
House member in similar capacity over on the other side through 
] 


‘approach to this thine. cut this aniount down. And [understood 
udget Bureau was much more generous than the \ppropriatio i 


! 
t 
1 

} 
1 


! 
mmittees in both THlouses, with the Senate being much more than t 
se, if ] can remember 
hator Macnuson. We Lot it from the House ~ and vou ee 
ove them on the Senate side. The Bud vet recommended a much 
ore generous amount than Congress gave you on the reais item. 
Mr. Heinrzteman. That is right. 
Senator Magnuson. But then on the other items I was able to raise 
e amounts, and, of course, I got them to up the amounts on harbor 
provements, The total of the two was the total of what the Budget 
ecommended in both instances: so I had to do what they do in this 
room occasionally, when you are in session, 
Mr. HWeinrzteman. That is the reason the Senator put the question. 
We have a gas tax, Senator, 5 cents a gallon on motor fuel for vehicles 
ine the highways. It was formerly only 2 cents. And I am very 
id to Say that at the last session of the legisl: ature, they raised it to 
which brings ina considerable amount of mone y. 
During the biennium we expect mi at the new gas tax Is going to bring 
about $514 million, that is, a gas tax on vehicles using the roads, 
ot talking about boats and A eas: that is something else. 
(nd, I have found that very useful, and I continue to find that situ 
on very useful in talking to the Bureau of the Budget and the con- 
ressional committees that have to do with granting road funds to the 
Territory. 
We used to be criticized, you may recall, very severely because we 
ul a 2-cent tax on gasoline, and the average of the United States was 
mething like 5, cents. 
Senator Scrorpren, You are putting your finger ona very important 
ing when it comes up to the level of the Congress. I recall in my 
State, constitutionally speaking, we have a dedicated tax from seauttine 
nd oil that cannot be used for anything but road improvement pur- 


Doses, 


Mr. HeinrztemMan. That is right. 


1c 
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Senator Scuorerrer. Where we found other States could use tha: 
tax for administrative purposes and anything else, and we were alway 
having that difficulty. It would be most helpful, I assure vou, whe! 
vou hit th mpeiail comniittees of the C ohngeress to be ab le to sho 
Shere we have dedicated this, the proceeds of this tax for speci 
purposes here”. You will find a much more receptive attitude. It 1 
most important. No one knows any better than the Senator and you 
Deleoate. 

Mr. Heinrzteman. That is right. I want to reiterate, that ever 
cent of the money assured by that 5-cent tax goes to the roads. 

Senator Magnuson. Now, the same is true, isn’t it, on what you 
raise on boats and airplanes 

Mr. Wermnrzteman. That is correct. 

Senator Magnuson. It is a territorial fund which is again turned 
back, 

Mr. Wetnrzteman. For those specific things. 

Senator MaGnuson. For improvements for specific things dealing 
with that mode of transportation. 

Mr. Hemnrzteman. That is right, that is right. IT would hke to sa 
something about International Commissions, and in this respect I ar 
particularly interested in the bill that you have before Congress now, 
Senator Magnuson, I believe your name is on it. I was very happy to 
see a lot of other peop le were on it that concurred with you. 

Senator Magnuson. Yes, I wrote in a few more. 

Mr. Hemnrzneman. And that is 8. 985, and I believe it has alread 
passed the United States Senate. 

Senator Magnuson. Yes, it has passed the Senate. 

Mr. Hernrzteman. For the purpose of the record I would say this is 
called the International Rail and Highway Commission Bill, and it i 
provided to make a study of the military and economic advantages o 
rail and highway connections between the United States and Alaska, 
and to sug vest the most feasible routes. 

This bill has passed the Senate and doubtless will come before the 
House in the 1956 session. 

Now, this study would provide information of great value to ever) 
one interested in regional development on both sides of the line 1 
this nothern one: 

And, I can say, Mr. Chairman, that it has been actively supporte: 
by Alaskans. r believe Mr. Bartlett will agree with me on that. 

I am confident that Alaskans would also like such a commission to 
look into the advisability of reciprocal legislation by the two countries 
that would provide for more liberal policies with respect to ships. 
barges, and ferries of either country serving the ports of the othe: 
along the northern part of the Inside is assage. 

Such service should cover both passengers and freight. Many Alas 
kans are convinced that only a change of this kind will relieve the dif 
ficult situation in which the people of southeastern Alaska, Yukon Te: 
ritory, and northern British Columbia now find themselves in con 
nection with tidewater transportation. 

Senator MaGnvson. Governor, just a practical matter there, o! 
page 3 of the bill as it passed the Senate, I used the words “feede 
highway.” The reason I used “feeder highway,” I was thinking of 
the feeder roads to tidewater, connecting the coastal ports and cities 
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vith better highway facilities. If the House would add the sugges 
ion you made, wouldnt that then cover the situation ¢ 

Mr. Hernrzteman. That is correct, I think it would. 

Senator MaGnuson. 1 would think that if the Delegate, with the 
Ip of you and the people of Alaska, would suggest the appropriate 
words, that we could probably accomplish that in the bill. 

Mr. Heintrzteman. Thank you, Mr. Chairman. 

Senator Magnuson. I think for the benefit of the people here who 

ight be interested in the makeup of the Commission, and I have no 
ride of authorship in this, five members on the Commission are to 

members of Congress, not more than three shall be members of the 
ine political party. This is the common restriction in all such bills. 
three members to be selected from the executive branch. a practical 
ie from the Engineers, United States Army, one from the Depart- 
ent of Interior, and one from the Department of State. I do not 
now what good he will be to us, but we will have him there anyway. 
\nd, three members shall be selected from the general public, one 

f whom shall be a resident of Alaska, and one of whom shall be a 
esident of the Pacific Northwest. 

: Again, I have no pride of authorship. I think we have to be care 
we | not to have too many. I will agree to that amendment. Excuse 
for interrupting. 
Mr. Hetnrzteman. Just one thing more that I would like to add 
connection with this matter of international commissions, and I will 
id it, Mr. Chairman. 
| hope the report of the studies under the Magnuson bill, if en 
: ted. will include a recommendation that the Governments of Canada 
ul the United States establish a special joint commission to deal with 


0 e ee 
I be “ye ‘ve I speak for most Alaskans in saying this. We need this 
(ype of joint commission to determine how to provide by means of 
hi treaties, agreements, and coordinated laws, for water, rail and high- 
ay transportation facilities that will more fully contribute to the 
. elopment of northern British Columbia, Yukon Territory, and 


utheastern Alaska as one economic unit to the greatest extent pos- 


ble in view of the International boundary line which bisects the area. 
i Senator Magnuson. Governor, this was substantially the idea that 
you presented, quite forcefully, at the Pacific Northwest Trade Asso- 
to iation meeting. Is that correct ? 
ie Mr. HernrzteMan. That is correct. 
S, Senator Maanuson. Yes. 
01 Mr. Hemnrzteman. It seems to me that a very high level commis 
mn, of one or two men on either side to look into the matter of adjust- 
1S ‘nts that might have to be made, would be advisable to make in 
if treaties and shipping laws, and so forth, would be very desirable. 
1 \nd I would also like to add, Mr. Chairman, that the same very high- 
n vel commission should look into the possibilities of what we are go- 
¢ to do about waterpower, and use of waterpower on these interna- 
ies onal streams. That is something that should be worked out in the 
le! ear future. 
ni Senator Magnuson. I think by all means we should include the hy- 
ie —— possibilities. 


I don’t know whether the people in Alaska and British Columbia 
ill agree with me. I have dealt with this for many years, and I am 
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frank to savy 1 cannot seem to get much satisfaction out of the Inter 
national Jou nt Commission. And, I have said publicly and privately 
that they are slow to move. I think the very setup of the Commis 
sion in which either one side or the other side can cause delays in mak- 
ing decisions, renders the International Joint Commission almost in- 
operative insofar as progress is concerned, I don’t say that individual 
members have been this way, but the Commission itself, and [am only 
expressing a personal opinion, has been a blockade to progress in the 
ole Pacifie Northwest. 
Mr. Heinrzteman. Mr. Chairman. ever since we have been discuss 
th the Canadians and people in the northwest, I 
iave been discussing it. 
mw. And, I might even add, Governor, many people 
Shi a teel that v ay. 
[leinrzLeEMAN. Yes. We feel that 1f this is brought before the 
onal Joint Commission that now passes on such things, with 
it » use of the Columbia River 
are confronting them 


the St. Lawrence Seaway, that ours might not be 


Senator MaGnuson. That is correct. 

Mr. I; INTZLEMAN. We don’t want to wait that long. 

av tor Magnuson. I want to say something, Senator Schoeppel. 

has been a problem in all administrations. There has not been 
ng partisan about it at all. I mean, it just seems as you say, 
y take care of just those things that you mentioned. J] am 
fraid that we will all become another orphan and another stepchild. 
r. Hetnrzteman. That is right. 
is all I have. 

Senator MaGnoson. I am not even so sure that they will even move 
on those things the wayt hey act. 

Mr. Heinrzteman. That is all I have. I have been an hour and 
a half now. 

Senator Magnuson. Senator Schoeppel, do you have any questions 
of the Governor ? 

Senator ScnorrreL, No. Your entire statement, as I understand it. 
will go in the record. 

Mr. Herntzteman. That is right. 

Senator Magnuson. Yes. I wanted to just ask one thing here. I 
should know this, but I don’t. You have one pulp and paper mill 
now voing. is that correct ? 

Mr. Herntzteman. Yes. 

Senator Magnuson. And there is one ready to begin in Sitka, am I 
right about that? 

Delegate Bartierr. Here. 

Senator Magnuson. Here. Is there one going in Sitka ? 

Mr. Hernrzteman. May I elaborate on that? 

Senator Macnuson. Yes, I believe the committee would like to know 
that. 

Mr. Hetnrzitrman. As you know, I have been working on pulp 
mills. I was head of the Forest Service in Alaska for 30 years or 
more. And, we have one of these plants that we have been working 
on in operation at the present time; it is a $50 million pulp mill in 
Katchikan making high quality pulp that goes in rayon and silk, 
and nitrocellulose properties. 
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A Japanese came to the United States to see what things they might 
get out of this country to see what economy they could get. Among 
the things they were interested in was the source of pulp. Before 
the war, Japan, was one of the principal producing nations of rayon 
and cellophane. ‘They lost their forests in Sakhalin Island and Man- 

huria to the Russians. 

When this Commission came over to Washington, I was called in by 
the State Department to see what might be done in this section of 
the country toward supplying this Japanese demand for high-grade 
pulp. The State Department wanted to be sure we did not throw these 
Japanese into the hands of the Russians for their material; so we 
worked out this thing for Sitka. 

We believe that construction on that plant will start next spring. 
\ll negotiations have been completed. It would likewise be a $50 
million plant, I think, a duplicate of the one in Ketchikan. And, 
of course, it is to be an American corporation, and it is to be staffed 
and operated by American citizens. 

We have a third project. 

Senator Magnuson. Now, this is the one that we have been reading 
ibout. . 

Mr. Hernrzteman. That is the Sitka project. 

Senator MaGnuson. It might be appropriate to put this on “Japan- 
ski” Island. 

Mr. HeinrzteMan. That is right. 

Then we have a third project for Juneau that we have been work- 
ing on for a number of years. 

This. as it is set up at the present time, will very likely be an enter- 
prise for the manufacture of newsprint paper. As you may know, 
90 percent of the paper that is used in the United States comes from 
foreign sources, most of it from Canada. We laid out enough timber 
iround Juneau to keep a very large newspaper plant going indefi- 
nitely. It is to be carried on on a sustained-yield basis. All the cut 
ting has to be done under the supervision of the Government. The 

only thing the company gets is the cutting rights. They don’t get 
ownership of the land. 

We could make, we figure, about 750 tons of newspaper a d: ay here 

n per petuity. And that project also is progressing very nicely, We 
expect that something will come out of it within the next few months. 

Senator Magnuson. Well, I hope you are right. 

Mr. Herntzteman, Talking about other projects, paper projects in 
outheastern Alaska, a large saw mill is to be erected in Wrangell i 
the very near future. Al] the negotiations for that have been com- 
pleted, and the plans are drawn at the present time. 

Senator Magnuson. How are we working on the aluminum 7 

Mr. HWetnrzteman. I cannot say that there has been any progress 
that has been made in the last 6 months on the big aluminum property. 
Of course, you know it involves working out something with the 
Canadians on the joint use, shall we say. of the power that could be 
produced by this enormous prospective power installation. 

That, of course, is the greatest thing that could happen in Alaska. 
The Aluminum Corp. of America plans a development which, they 
told me, would entail the expenditure of $400 million initially, and 
they would expect to have $750 million in the project in 10 years. 
Cheap power is what they are looking for. 
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Senator Scnorrrent. Might I ask another question ? 
Senator Magnuson. Yes, go right ahead. 

Senator Scnorprer. You take your pulp mills and your other indus 
trial developments here. Naturally I assume that vou people up her 
in this area are vitally interested in — streams. You have provided 
strict regulations for supervision of stream pollution ? 

Mr. Hetnrzteman. That is correct. dak that was, Senator Schoep 
pel, not only mill influence, but that apples to logging operations. 

Senator Scuoepper. It is very important. 

Mr. Hemnrzteman. The mill operates—dumps nothing. The chem 
ieals are recovere | and used again. The wood waste is used. 

And, in regard to the streams, the Forest Service has all the powe1 
in the world that is neces sary to pre vent an y se dimentation or pollutior 
of these salmon spawning streams, and it intends to do so. 

Senator Magnuson. Governor, IT want to ask one question, and I 
do not know whether you have any ideas on it or not. The Government 
collects a stumpage fee, do they not, on the logs? 

Mr. HetinrzteMan. Yes. 

Senator Macnerson. Which oes back to the Government. Is that 

rked, does that go into general funds ? 

“Mr. HrmnrztemMan. A percentage of it goes—no, I had better start 
again. 

The national forest receipts go into a general treasury, but 15 per 
cent of it is later turned over at the end of each fiseal year to the Ter 
ritory of Alaska or to the State, for the benefit of schools and roads 
(n additional 10 percent goes back to Forest Service for the building 
of roads and trades, so that coming back to the country would be 35 
percent. 

Senator Maenvuson. Thirty-five percent of that stumpage fee would 
come back to the Territory, toe sither the io orest Serv ice, or the Terri 
tory itself. 

Mr. Hernrzteman. The Territory government. 

Senator Macneson. I have no further questions, Governor. We 
appreciate your coming up here. 

Delegate Bartlett, do vou have any quest ions ¢ 

Delecrate Barrierr. I think. Mr. Chairman, since that subject ha 
been opened up, it would be well for the Governor to explain a bit 
further about these receipts. We are not getting them now. 

Mr. HetnrztemMan. You will recall. Mr. Chairman, the Tongass 
Timber Act of 1947 

Senator Maenuson. Yes. 

Mr. HernrztemMan. Which you and Delegate Bartlett helped to get 
enacted by Coneress. 

Senator Maaneson. T recall that very well in the early hours one 
morning inthe United States Senate. 

Mr. HetnrztrMan. That is right. This Tongass Timber Act pro- 
vides that the receipts and timber sales of the national forests shall be 
held in escrow until it is decided whether any Indian claims prove to 
be valid, confirmed, I guess I should say, so that that money had bee: 
Pp ste up, and the Territory has not been able to get its 25 percent of 
the gross receipts, or the Forest Service its 10 percent. 

Senator Macnuson. You might explain to Senator Schoeppel here 
what comprises the Tongass forests: that is important. 
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Mr. HerntzteMan. Oh, yes. Practically all of southeastern Alaska, 
nator Schoeppel, Is inside the ‘Tongass National Forest with the 
eption of some areas iminediately around these towns | indicating |. 
Phis is one vast timber region, as you will find in traveling over it. 
is managed by the Forest Service. And, of course, the timber is 
be handled on a sustained vield basis in order to provide forest 
ulucts Im perpetuity for the support of local interest permanently. 
(his money from now on is going to stack up pretty fact since these 
— are getting into operation, new sawmills, and private plants, 
» forth. So, we think that some way shoul l be figured out by 
- ‘thes Territory would be abie to get its 25 percent, and the Forest 
rvice its 10 percent withou! jeopardi zing the rights of Indians to 
repaid in case a court of claims should decide a partic ular tract of 
i tract of timber on which we are cutting, have cutting opera- 
ns, is really the property of some Indian under aboriginal rights, 
the rights of Indians in this section of the world. 
Phat is something, too, that L think should be taken up by this next 
sion of Congress. The Territory is very badly in need of that 
ney for roads and schools. 
Senator Magnuson. And, it would be hardly conceivable, I think, 
it taking the extreme viewpoint on the question of the rights that 
ive involved anywhere near the amount of money that is now avail- 
e. That should be available to Alask 
Mir. HeinrzLeman,. | shank that isa al statement, 
Senator Magnuson. Thank you, Governor. 
\Ir. HerntzteMan. Thank you. 
senator M \GNUSON. We appreciate your coming. 
Mr. HemntzieMan. Thank you. 
Che statement submitted by Governor Heintzleman is as follows :) 


STATEMENT OF B. FRANK HEINTZLEMAN, GOVERNOR OF ALASKA 
PRANSPORTATION 


lor many years as a Federal official in Alaska, I have been participating 


in 
ferences with public agencies at all levels of government 


with commercial 
motional groups, and with private parties on matters pertaining to the devel 
ent of this north country, including, in many instances, adjoining portions 
Canada. No matter what the development project, the really big problem 
almost invariably turned out to be the availability and eost of transporta 
Truly, as has often been said of Alaska—transportation 
lopment. 
am greatly pleased that Senator Magnuson and his Committee on Inte 
Foreign Commerce are giving special attention to our Alaska transporta 
ds and that he and other committee members have come north to study our 
ition firsthand. I am sure this will result in congressional action that will 
eneficial to us 


is the key to 


AIR TRANSPORTATION 


[ am glad to mention that most Alaskans regard our air transportation as 
d, and constantly growing better. Alaskans are said to make greater use 
iir transportation for passenger travel and the movement of materials than 

y other group of people. 

In this Territory of huge distances and relatively small rail and road systems, 
airplane plays an essential role in our daily living and in our development 
vities. Our cities are excellently served by fine aircaft and good airports, 

1 almost every village, however small and remote, has at least a gravelled 

rstrip and is provided with service by commercial planes of commensurate 


\ir fields are constantly being improved by the Civil Aeronautics Authority, 
Territory and municipalities; and the Civil Aeronautics Board, which 


is 
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doing a good job in regulating service, has recently scheduled a review of tl 
assignments of route in Alaska with a view to an even better pattern o{ 
service. 

Rates for passengers, express and freight are considerably higher in Alaska 
than in continental United States, but the determination of what constitutes 
equitable rates is so complex that this must be left to specialists of the CAB 


WATER TRANSPORTATION 


If Alaska is to grow in line with its possibilities, it must have cheaper and 
uninterrupted transportation for its products to the general markets of con 
tinental United States. To a large extent, this refers to ocean transportation 
The old modes of transportation involving the handling of cargo in relatively 
small units must be improved to assemble items into bulkier packages for quicker 
handling by machinery, and in a form which provides more protection against 
breakage and pilferage. 

Some cargo steamers of the conventional type now operating to and betweer 
Alaska ports are now being equipped to provide this more eflicient type of 
handling. 

Roll on-roll off ships 

I am confident, however, that Alaska will never get the cheap ocean transpor 
tation that is imperative to the development of most of our resources and move 
ment of the products to competitive markets until those of our ports which are 
important railhead and highway terminals and industrial and mining centers 
are served by the roll-on, roll-off type of ships: Sea trains for some ports, and 
for others, a ferry-type combining facilities for railroad cars, trucks, trailers, 
and passengers traveling with their automobiles. Such ships, either sea trains 
or ferries, will provide a land-water-land handling of freight from shipper’s 
door to user's door with a minimum of cargo handling along the route. This 
should cut transportation costs to a point where many of our present and pros 
pective products can extend the range of their markets to as much as double 
the radius now available to them. 

We are highly pleased at the prospect of getting sea train service from Puget 
Sound ports to connect with the Alaska Railroad in the next year or 2. These 
sea trains are expected to carry railroad cars, trucks, and detached trailers, but 
not automobiles and passengers. The public announcements indicate that the 
will connect with the Alaska Railroad terminal at Whittier only. 

I urge that the Federal agencies which deal with this class of transportation 
give further consideration to having these sea carriers also serve additional ports 
in the main part of Alaska. Seward, a second sea terminal of the Alaska Rai 
road, as well as Veldez, a highly important motor trucking terminal for the 
whole of interior Alaska, are especially worthy of such study. 

Providing facilities for transfer of rolling equipment between ship and short 
at more than one Alaska terminal would appear to be fully justifiable as a meas 
ure to prevent interruption of service to highly important defense installation 
in Alaska, as well as to provide better service to Alaskan businesses and in 
dustries 

meee should be made by transportation specialists to determine the 

and feasibility from a defense and economic standpoint of improy 
ing the h arbor sud installing the Petes for sea train service direct to An 
chorage, the largest community center in Alaska. 

I caine this proposal to provide sea train service to the railroad belt of 
Alaska is the most promising project for the devlopment of that section of the 
Territory since the opening of the Alaska Railroad in the early 1920's. 


\laska Railroad 


It should be added at this point that Alaskans are better pleased with the per- 
formance of the Alaska Railroad at this time than at any previous time in its 
history. Congress in recent years has provided the funds which were necessary 
for its modernization, the present operating force is efficient and is constantly 
making substantial improvement in the service. 


Yukon River service 
During the past year, the cargo barge service operated by the Alaska Railroad 
on a large section of the Yukon River was leased to a private concern. The ser 


ice under the new operators is generally regarded by the public as highly satis 
factory. 





hey 
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erry service on Inside Passage 


With assurance of sea train service to westward Alaska, the greatest water 
ansportation problem remaining to be solved for Territorial development is the 
novement of cargo along the Inside Passage between Puget Sound ports on the 
uth, and Skagway and Haines, 1,000 miles distant, on the north. This water 
ay, protected from heavy seas throughout practically all of its length, is the 
vital transportation route to serve southeastern Alaska, Yukon Territory of 
Canada, and the sections of British Columbia north of Prince Rupert and tribu 
ivy by highway and rail to the Inside Passageway waterway. This water trans 
portation artery can also provide an important connection with interior Alaska 
means of trucking service over the Haines Highway leading out of the Inside 
assage port of Haines to Fairbanks. 
Southeastern Alaska, Yukon Territory, and northern British Columbia form 
reality an economic unit, chiefly because of their accessibility to and depend 
uce On Inside Passage transportation for shipment of their products to the 
uarkets of southern British Columbia and the Pacific Northwest States 
rhe southeastern Alaska section of this economic area is on the verge of an 
onomic development that will set a new high for Alaska. Based on pulp and 
aper manufacturing, it is already paced by one huge plant at Ketchikan and 
vo Others in prospects at Sitka and Juneau. A number of other timber-using 
enterprises of substantial size are also now in operation or in immediate prospect. 
In addition, the outlook here is excellent for the processing of local minerals in- 
uding iron ore, nickel, copper and nonmetallics, and other industries based on 
waterpower development, especially the reduction of imported aluminum ores 
lourism is also expected to increase substantially. 
It can be said that the adjoining sections of northern British Columbia and 
kon Territory also have resources of equal and possibly greater potentialities 
for early development. 
Those of us who have studied this area on both sides of the international 
boundary believe its potentialities for development within the next 10 vears are 
itstanding We are fully of the opinion, however, that a more integrated 
vstem of water transportation for the two countries is necessary to achieve 
he most satisfactory results. 


I} 


eamer passenger service 
\laska suffered a severe blow to its promising tourist industry in the recent 
thdrawal of the Alaska Steamship Co. from passenger service to all of the 
uny Alaska ports it long has served. Canadian passenger ships, which for 
any years have operated year-long out of Vancouver to the Alaska ports along 
he Inside Passage, have also recently restricted their service to a few sailings 
uring the 5-month heavy tourist season, except to Ketchikan, which continues to 
ive one vessel weekly throughout the year. 
Thus, there is no longer any steamship passenger service to the main part of 
e Territory, and only a skimpy summer service to southeastern Alaska. 
very possible avenue toward the resumption of regular water passenger sery 
»to all Alaska ports previously served should be explored. Considerable work 
s been and is being done on that project. One of the possibilities on which 
pes are based for the restoration of such service is the transfer to private cat 
ers of the transport of all or most of the families of military men now being 
ved to and from Alaska defense bases by Military Sea Transport Service 
ISTS. Wein Alaska strongly urge this Committee of Congress to consider this 
itter and to request the Defense Department to review its procedures. We 
so ask that we be allowed to submit further information to Congress and to the 
Secretary of Defense on the subject. 
For year-round or, at least, long-season passenger transportation between 
get Sound cities and the ports of southeastern Alaska, the best chances seem 
be offered by roll-on, roli-off ships primarily meant for cargo but with ac- 
ommodations for passengers who have motor vehicles aboard the ships. 
Although the airplane has taken away most of the steamer passenger trade, it 
expected that many automobile travelers between continental United States 
nd Alaska would prefer to travel at least one way by steamer if they could 
ke their cars with them on the ship. 
In connection with the growth of Alaska ports, there is an increasing need 
» expand and improve our harbors and shallow channels which are used by 
mall boats. Boats using these harbors and channels are largely work boats 
ngaged in commercial fishing, logging, mining, tourism, and other industries 
The number of small boats in Alaska has more than doubled in the last 10 years 
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During this same period, the Army Engineers and Congress have approved fo 
construction ZO small-boat channel projects at an estimated cost of around $12 
million. To date, Congress has furnished construction funds—approximately 
SSHOLU for only three of these projects. 

\lask: maze of waterways serve the same purposes as highways in other 
sections , » country, and safe harbors are essential for our working fleet 
of small ‘ 

Construction funds for all of the remaining approved projects should be made 
available by Congress in its next session or next two sessions. With the growth 
of Alaska industries, additional projects are coming up for attention every year, 
and unless this backlog of work is cleared without delay, a situation will develop 
Which tay seriously cripple our economy. 

Local public interests contribute to the cost of the small boat harbor projects 
The Territory and municipalities provide mooring equipment, water, lights, an 
soon. The Federal Government cost is in dredging work and, where necessary 
the construction of seawalls. The Territory’s funds come from a tax of 2 cents 
per gallon on liquid fuels for boats. 

Transcontinental rail fre ight rates 

One of the barriers to the economic development of Alaska has been the dis 
criminatory freight rates charged by the transcontinental railroads between 
points east of the Rock Mountains and the Pacific Coast ports. These rates aré 
much higher than those charged on the same commodities moving between the 
same railroad points, but destined for Hawaii, trans-Pacific countries, and ports 
on the west coast of Mexico, Central and South America. 

Records compiled by the General Services Administration show discriminator) 
rates against Alaska from Eastern United States of 48 percent on canned o1 
preserved foodstuffs, 102 percent on machinery, and 53 percent on many other 
classes of freight. These figures were based on a comparison of rates on identi 
cal cargo bound from Chicago to Seward, Alaska, as against Honolulu o 
Yokohama. 

This inequity in tariffs is being attacked by the Federal Government. The 
General Services Administration has filed a formal complaint with the Inter 
state Commerce Commission on behalf of the Defense Department, the Interio1 
Department, and the Governor of Alaska, naming the Great Northern Railroad 
and some 400 other railroads as defendants. ICC hearings on this case are 
scheduled to begin before the end of the present month. 

The lower rates to and from Hawaii and the other places above noted were 
granted by the Interstate Commerce Commission to the transcontinental rail 
roads to permit them to meet waterborne competition through the Panama Canal 
to those places. This waterborne competition still exists. However, it is mani 
festly unfair for the transcontinental railroads to apply different tariffs for 
identical services. Alaska intends to do its utmost to bring this discrimina 
tion to an end as soon as possible. 


HIGHWAYS 


No country can be developed without roads. Alaska, with an area of 586,400 
square miles, has at this time only 3,860 miles of roads of all classes which are 
suitable for year-round use—the equivalent of 1 mile of road to 150 square miles 
In any of the 48 States, this would be regarded as fantastically low. Again, 
only 950 miles of this total is hard surfaced (blacktopped). 

Roads of the secondary class, which comprise perhaps two-thirds of our entire 
road system, must be greatly extended to give access to potential agricultural and 
mining areas, to make urban areas available to home building, and to open up 
our recreational and scenic areas to tourists. These development roads must, 
of course, lead into arterial highways which connect with commercial centers, 
railroad stations, seaports and with Canadians roads which are tributaries of 
the general highway system of Canada and the United States. 

Our road connections with continental United States must, of course, include 
long sections of highway in western Canada. The Alaskan Highway, built dur 
ing World War II, is now the one road providing us with service to the States 
It should be given constant improvement for many years to take care of the 
increasing use it is receiving as a result of the growth of the Territory. Pres 
ently the greatest need is the blacktooping of the Canadian section, now 4 
graveled road through the entire length of this section—1,221 miles. 

Since the end of World War II and even earlier, Alaskans especially, but also 
residents of the Pacific Northwest States, have been pressing for a highway con 
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tion north and south through western or central British Columbia, on a loca- 
n commonly called the A-route. This would provide the shortest possible road 
nection between the Territory and the States west of the Rocky Mountains. 
iska is closely bound to these States by financial, industrial, and social ties, 
d we feel that such a road connection contributes strongly to our economic 
wth. The stimulation it would give to tourism alone would probably justify 
cost of construction. 
I believe the residents of northern British Columbia and Yukon Territory 
ially desire the construction of this A-route road to open up their remote areas 
d to give them a beter connection to their nearest metropolis, Vancouver, B. C. 
fhe arterial A-route road in British Columbia should be supplemented with 
butary roads leading down from some river valleys to port towus on the shores 
the mainland of the southeastern Alaska panhandle. The tidewater terminals 
ved would be Skagway, Juneau, Petersburg, Wrangell, and Ketchikan. 
\nother tributary road would give the port of Stewart in northern British 
Columbia (just south of the Alaska boundary) a connection with the proposed 
route. 
Chese relative short roads would place the above-mentioned Alaska and Cana- 
in towns on the highway system of North America. Of more importance to the 
Canadians in this north country, these roads would provide short hauls for their 
nerals and other products through the coastal strip of Alaska land to tide- 
iter terminals on the Inside Passage. 
\s indincated, each of these tributary roads would be partially in British 
slumbia and partially in Alaska. As the resulting benefits would accrue to both 
inada and the United States, each country might well agree to build and main- 
n the section within its own boundaries. 
\ highly important tributary international road already in existence is the 
iines Highway. Construct during the war as a defense measure, and extend- 
from a point on the Alaska Highway in western Yukon Territory down to 
e Inside Passage at the town of Haines, Alaska, it is 154 miles long. This road 
unquestionably become of the utmost importance in the development of In- 
ior Alaska and the west half of Yukon Territory if each of the two countries 
olved will agree to improve its condition as an arterial highway and keep it 
e of snow throughout the winter. It can and most assuredly should be a link 
the proposed ferry-highway transportation service operating along the full 
eth of the Inside Passage from Olympia, Washington, to Haines, Alaska, and 
ence by land to Fairbanks. The distance from Haines to Fairbanks is 660 
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While tributary roads mentioned above which cross national boundaries should 
financed by having each country assume responsibility for its own sections, it 
thought that the United States should offer to contribute substantially, over a 

erm of years at least, to the Canadian road agencies for the improvement (in- 
iiing hard surfacing), maintenance and snow removal costs of the 327 miles 
the Haines-Fairbanks route which lie in Canada. Such a contribution would 
m to be justified in view of the far greater importance of this route to us than 
the Canadians. 





















FEDERAL AID ROAD ACT 





\laska is the only governmental unit among the States and Territories which 
es not share in the general Federal aid road appropriations. Consequently, 
very year it is necessary for the Department of the Interior, the Alaska Dele- 
te, the Governor, and interested Alaska groups to go before the Bureau of the 

ludget and Congress to plead for Alaska road funds as an individual item in the 

Interior Department appropriations bill. Every year it becomes more difficult 

to get adequate funds, especially since the military people are no longer actively 
ipporting our requests for money for the extension and improvement of Alaska 
ghway. 

Che Federal Aid Road Act would automatically allow us to share in the gen- 
eral Federal road fund which is presently distributed among the States, other 
lerritories, and the District of Columbia on a matching formula. We would 

ype under this act to receive substantially higher Federal road appropriations 

in we have been receiving in the past few years. 

llowever, if we were to be included in the Federal Aid Road Act, it would be 
mperative that some modifications be made in the act for our benefit. The most 
important among these would be a provision that the Federal Government would 
hare in the cost of maintenance of our roads. All of the States and other Ter- 
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ritories are required under the Federal Aid Road Act to bear the entire cost of 
maintenance. We could not afford to do this, as the annual maintenance cos 
of our road system—a cost that is constantly increasing—would require th 
whole of our Territorial receipts from the gas tax on road-using vehicles. T] 
increase to 5 cents per gallon, from 2 cents in our tax on autos and truck 
would, however, return us a substantial sum of money for matching purposes, 

It is planned to discuss this matter with Territorial officials and legislators 
interested Federal agencies, and members of appropriate congressional commit 
tees. If inclusion in the Federal Highway Act does not appear acceptable, pe 
haps a plan can be devised to amend our existing Federal Road Act for Alaska 
in such manner as to provide that Alaska road appropriations shall be dete: 
mined under a formula similar to that provided in the Federal Highway Act for 
apportionment of Federal funds to States, but with the matching feature for 
Alaska set as such percentage or fixed sum as Congress believes to be equitable 
to the Territory. A civilian population at this time of an estimated 160,000 
and a total area of 586,400 square miles means that Alaska has a populatior 
of one person to something over 3% square miles, as compared with 55 persons 
per square mile in continental United States—a population ratio one hundred 
ninetieth as great. Also, over 99 percent of Alaska’s total land area is still in 
Federal ownership and pays no taxes. Thus, we cannot afford to assume thx 
same matching obligations for road funds that are carried by the States. 

We are confident that Alaska has the resources to share in providing a living 
for a considerable portion of the greatly increased population of the United 
States that the Census Bureau foresees for the next 20 years—200 million b 
1975—consequently, we think the Federal Government would be amply justi 
fied in making more land and other resources available for homes and for the 
employment of these people through a great increase in its appropriations fo 
Alaska roads. 

RAILROAD 


The construction of a railroad to serve interior Alaska and a vast portion of 
extreme northwest Canada needs further consideration. The starting point 
would be Prince George or some other point on either the Canadian Nation: 
or Pacific Great Eastern Railroad in British Columbia. The northern termina 
would likely be Fairbanks. Approval of the installation would doubtless hing 
largely on the results of a study of its military defense value, but I am confident 
the study would also show that this facility would contribute greatly to economi: 
development in both its Canadian and Alaskan sections. 


INTERNATION AL COMMISSIONS 


Senate bill 985 in the present S4th Congress by Senator Magnuson and other 
would provide for an Alaska International Rail and Highway Commission t 
make a study of the military and economic advantages of rail and highway co! 
nections between the United States and Alaska, and to suggest the most feasibl 
routes. The bill has passed the Senate, and doubtless will come before the Hous: 
in the 1956 session. 

This study would provide information of great value to everyone interested 
in regional development on both sides of the line. It is being actively supported 
by Alaskans. 

I am confident that Alaskans would also like such a commission to look int: 
the advisabilify of reciprocal legislation by the two countries that would provid 
for more liberal policies with respect to ships, barges, and ferries of either coun 
try serving the ports of the other along the northern part of the Inside Passage 
Such service should cover both passengers and freight. Many Alaskans are 
convinced that only a change of this kind will relieve the difficult situation in 
which the people of southeastern Alaska, Yukon Territory, and northern Brit 
ish Columbia now find themselves in connection with tidewater transportation 

The committee will recall that successively for some years past, Congress by) 
special amendments to the American shipping laws has permitted Canadian 
vessels to transport passengers—and for some ports, freight—-between designated 
ports of southeastern Alaska on the Inside Passage, to reduce hardships caused 
by a dearth of common Carriers calling at these ports. 

I hope the report of the studies under the Magnuson bill, if enacted, will includ 
a recommendation that the Governments of Canada and the United States 
establish a special joint commission to deal with the findings of those studies 
I believe I speak for most Alaskans in saying this. We need this type of join! 
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mmission to determine how to provide, by means of treaties, agreements, and 
rdinated laws, for water, rail, and highway transportation facilities that will 
ve fully contribute to the development of northern British Columbia, Yukon 
ritory and southeastern Alaska as one economic unit, to the greatest extent 

t is possible in view of the international boundary line which bisects the area 
Senator Magnuson. We have the Delegate here from the Territory. 
\nd, [ must say in the opening of ene hearings in Anchorage, he 
le a very fine and very comprebensive, and, I think. informative 
tement, which is in the sap Ie may not want to go into all 


things now, but anything that you have to say, Bob, concerning 
area that might not have been covered up in the Anchorage hear- 


os, We V er Se ee now. 

Delecat » Bartiterr. Thank vou, Mr. Chairman. The agenda allots 
20 minutes. LT assure you I shall not consume anywhere near all of 
it time. 

In the first place, I did want to thank vou, Mr. Chairman, and the 


nior Senator from Kansas, Mr. Schoeppel, for coming to Alaska 
this time to inquire into these impo rtant matters pertaining to the 
ferritory itself that has fallen within the pro} ince OF Four comamaiton. 
(of course, we have al] known of your person al and official interest 
affairs, in which you have been so | ielpful « aaa vears. 
In ae lition toe aring most effective ly for the a 3.000.000 pe ople 
your State, you have the added dividend, or added chore, of being 
Senator from Alaska as well. And, I was thinking of that just 
ment or two ago when you and the Governor referred to the Ton- 
s Timber Act. because I recall that on the night the 80th Coneress 
journed, Senator Taft had e@iven assurance that he would take that 
l up, and in the hurry of the closing minutes, he had forgotten and 
oved to adjourn the Senate, and you dashed wildly over there and 
imost physically restrained him, and being reminded of the situation, 
permitted the bill to go through. And, we want to thank vou for 
rything you have done for us, and to thank you in advance for 
erything we know you are going to do for us in the future. 
‘T mus t say, that as a personal observation, that I particularly en 
( st in when these hearings opened at Anchorage, we had been 
» fora day and a half, and T thought that during that first half- 
lay aha Senator Schoeppel showed the interest that might be expected 
oma hard working member of the Senate who had a duty to perform 
isa member of a committee. But I noted, and others — too, that 
y the opening of the second day of the hearing his interest had 
come intense and personal, and he has become, I 2 ee say, greatly 
nterested and concerned with our problems, and IT expect, to know in 
. that much good will result to the Territory as a result of his 
wing here. We want to thank you, Senator Schoeppel, for having 
iade this trip out of season, as it were. 
n Senator Scnorrren. Well, Delegate Bartlett, might I say definitely 
| and positively for the record that some of the misconceptions that I 
ad as a kid reading about Alaska have been dispelled quickly. 
Delegate Bartierr. Just a few observations in line with what the 
(Governor has said, Mr. Chairman. 
I want to record here a personal opinion with respect to passenger 
s teamship travel. Given the fact that the Alaskan Steamship Co. 


ia has sold all or most all of its combined passenger freight steamships, 
‘ that for restoring of that traffic, there is going to be a need not only 


for construction subsidy, but for an operating subsidy. I see no reason 
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at all why the law should not be amended so that these can be granted 

I think we are entitled to it for the benefit of the Nation as well a 
Alaska. The maintenance of a healthy merchant marine which woul 
include passenger steamships is rather essential. So much for that. 

Senator Magnuson. I would think, Mr. Delegate, that under t! 
present law which is in effect, they can get 100 percent guarantee mol 
gage on the ship, which will be held by the Maritime Board of 87 
percent of the cost where the risk ¢ apite al will amount to only 121 
percent; that, on a special purpose type of ship will m: ke it ever bet 
ter than what offshore subsidies are, if they want to take advantag 
of the present act. 

Delegate Barrcerr. I should think that under construction nece 
sity that their needs would be taken care of. 

Senator Magnuson. And that should offer some hope, or some i 
centive for someone to take a good long look at this thing. 

Delegate Barrierr. Of course, it is going to take a lot of money to 
build a pemenge r ship or acquire one, whatever the case might be. 
think they will have to be pretty well convinced that there was going 
to be a suflicient passenger business to make the operation profitab|: 
if there was not some continual help from the Government. 

All of us are happy that you are inquiring into the Alaska fishery 
which, you already have been told at Anchorage, is a matter of para 
mount concern to Alaskans. I believe the endorsement by the Seer 
tary of the Interior the other day of my bill to abolish fish traps ma) 
be most meaningful. I applaud him for that announcement, and hop 
that he w il] proceed vigorously to the next session of Congress to at 
tempt to have that bill enatced into law. 

In addition I hope he will do that which Governor Heintzlema 
has suyvgested in the past month, which I have approved for a long 
while. And that is to come out for . gislation, to fight for legislation 
to transfer contro! of the fishery to the Te rritory Government. 

In respect to these appropriations for the Alaska Road Commissio: 
and the Alaska Publie Works Administration, it is true that the bud 
getary requests were diminished by the Congress. Asa matter of fact 
the budget asked for construction for the Alaska Road Commissio 
for this fiscal year $7,800,000. The House cut that to $4,800,000. | 
believe the Senate restored the full amount, and the figure of $6,300,001 
resulted. 


The Federal Highway Act, mentioned by Governor Heintzleman. 


some years ago after a lone series of conferences between the the! 
Secretary of the Interior and Thomas McDonald, then Commissionet 
of Public Roads for the United States, and many others, reported it 


advance to Congress where we would get $7 million a year. We would 
contribute $1 million. We would have to pay no maintenance charges. 


Extensive hearing was held before a House Committee on that bill an: 
it was not reported out. Considerable opposition was expressed bi 
cause the $7 million, small as the amount was, would have come ou! 
of the general sum allocated for the several States and each distri 

would have lost some small amount of money. And thereafter the ai 
tempt was not renewed because the large appropriations for t! 

Alaska Road Commission followed at the instance of the military 


And now they are being diminished again, as you know. And as Gov- 


ernor Heintzleman recommended, we must give attention to a new 
approach. 
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Not only would the Territorial Government save money on the 

\intenance charges, but the Federal Government would save money, 

o. because we would be willing to enter into arrangement, | 

re, Whereby the full amount of construction money which would 

me to us principally on account of the extensiveness of our publir 

lomain would not be requested. So we could go ahead with a road 

rogram that would have continuity without the charges being the 
ie for either the Federal or Territorial Governments. 

One concluding word, and th: it has to do with the subject not within 
it urisdiction of the committee, but I desire to mention it to you 1h 
ir capacities as Individual Senators, and particularly Senator Mag 

ison, Who Is on the Appro spr lations Committee. 

If you stayed at Annette Island, and if you had an opportunity to 

» the housing that is provided there for the Coast Gauard personnel, 

| am sure that money would be appropriated at the next session of 
» Congress to remedy au very very bad situation. The Coast Guard 

licers and the Coast Guard men on Annette who are performing a 
| work in the field of air rescue and associated activities, are re- 

| aoe to live in houses that no person in this audience would perm 
s family to stay in for a week. It is a deplorable situation. These 

~alia are certainly forgotten way down there, and little has been 
ne for them, nothing has been done for them in respect to the hous 

i. And I hope that when and if, and I am sure they will, the Coast 

(;uard makes a plea for money for decent housing, at least for these 
people, that you will remember that a situation does exist there. 

Phank you very much, Mr. Chairman. 

Senator Magnuson, Captain, have you recommended that 4 


STATEMENT OF CAPTAIN BURDINE, U. S. COAST GUARD 


Captain Burorne. Yes, sir; I have requested it. 
Senator MaGnuson. It is in the channel ? 
Captain Burpinr. Yes, sir. 
Senator Magnuson. How many people do you have now ? 

aptain Burpine. The complement is about 50 officers. 
Senator Magnuson. About 50 officers. We will take a look at it. 
| have no questions at this time of the Delegate. 
Senator ScHoerPet. I have no questions, thank you. 
Senator Magnuson. Thank you, Bob, and again I want to say that 
e Delegate put in in Anchorage a very extensive and compre ‘hensive 
ite ” nt in the record containing many things of vital importance. 
d I believe excellent ones; that is why his presentation is a little 
orter today. 
We will go on now to Mr. Carl Heinmiller from Haines. 


n STATEMENT OF CARL HEINMILLER, REPRESENTATIVE, HAINES 
. CITY COUNCIL 


Mr. Hernmititer. My name is Carl Heinmiller. IT am representa- 
A tive of the Haines City Council, Haines Community of Port Chilkoot. 
| d might mention that Haines is the only place where you can go 
| live on your per diem and have a little money left over, which 
wie be the answer to the tourist trade. 
[ notice they pulled the shades down when the sun came out. 
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Senator Magnuson. I am afraid you won’t get much out of the 
Senate-provided per diem. 

Mr. Heinwitier. You can live well on it in Haines. 

I noticed you pulled the shades down when the sun came vut. Yo 
know, the sun rarely comes out in Juneau. I thought you ought t 
stand up and bow in that direction. 

I would like to talk on the Haines Road that has been mentioned 
by Governor Heintzleman, who actually 25 years ago made a ver 
fine report on development of the Haines Road and route to the 
interior. 

Five years ago the Senate Armed Forces Committee received a1 
port, a very fine report from the Alaska Road Commission on the sul 
ject, though at this time 5 years later the situation is material] 
changed. tn 1949 and 1950 it seemed that the people that would bene 
fit mostly by keeping Haines Road open would be the America 
Now that has changed quite a lot. In fact, at this time I think th 
benefits would be almost equal, if not much more, in favor of the Ca 
nadian interests than ours, ours being primarily military, and thei 
now being primarily to develop a mink field up there, which is cei 
tainly expanded tremendously in the last 2 years. 

The Haines Highway runs from Haines to the Canadian border. 
about 40 miles. The next 115 miles runs through Canada, a portior 
of which, the first portion of which is in British Columbia. The 
original cost is estimated by the Canadians in maintaining that por 
tion of the road during the winter of $275 million with another half 
a million for nonrecurring expenses, which would include equip 
ment, three road camps and things of that sort. Now, since that 
time, or I should say in 1940-—— 

Senator Magnuson. What is the total mileage from tidewater to the 
connection with the Alaskan Highway ? 

Mr. Hernitter. 154 miles. 

Senator Macnuson. 154 miles? 

Mr. Hernminter. Yes. 

Senator Macnuson. That is why you suggest three camps, which 
would be approximately every 50 miles. 

Mr. Hernminter. That was the original plan, the request of the 
Canadian Road Service, which is the Army, the Northwest High- 
way. 

Senator Magnuson. That is about what they have on the Alaska 
Highway now. 

Mr. Hetnuinier. Yes. But since that time, as an example, they 
asked for a camp at 45 miles which had originally been a slide area. 
and they had used this area as an excuse for keeping the road saying 
they couldn’t maintain that slide. Now, on the completion of th 
pipeline, the first pumping station is at 48 miles, which is beyond 
the slide area, and no concern seems to be felt about that condition. 

Senator Magnuson. Does the pipeline parellel the road ? 

Mr. Hernuitier. Yes, sir; with the exception of one point, whic! 
I will mention and that is as you pass mile 48 the present road has 
a very sharp switchback, which rises from about 2,000 feet to 3,400. 

The Army engineers have on their planning board a change of this 
switchback area which will run from 49 to 54 miles, which will re- 
duce a 12-percent grade to about a 6-percent grade, and which would 
also eliminate one of the toughest parts of the road for winter mainte- 
nance. 
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Now, at this time, the first 6 -— of the road from the border to 
ile 48 camp will be maintained by the Alaskan Road Commission 
a cost of less than $1,000 a mile. Now, this should be con ipared 
th the cost of maintaining the Thompson Pass out of Valdez, whic] 
in almost 36,000. We are sure that the tough part of the road i 
ssibly 16 miles after passing the mile 48 camp. 
The engineer in charge for the road commission. John Fox at Haines, 
is made this statement following a breakthrough in January when 
ie road hac been cl Sse (| al il the show had di ifted over, and he broke 
rough with a D-S and 4 by 4 truck with a homemade blade on it 
Ile mentioned that it Is ni behef that a large rotary and I)-S eat 
wer stationed at mile iS camp anda large cat dozer at mile 49 camp 
th a spare rotary available on either side of this location would be 
ile to keep this section of the road open with little diffie ae except 


sibly during’ the extreme blizzards, for short periods of time. 

The remaining section of the road presents no great snow rt m0% al 
i is encountered during the first 40 miles of the Haines Highway. 
Now. | would like to conipare this operation with po ibly a \\ 


lop Pass. which, when the wind blows, every! «ly just hole up 
Phat would be the same thing up there. 
zer stationed at mile I$ camp and a large cat dozer at mile 49 « mp 
ildez. The latest reports, and ¢ ; which James Mi N adnar% the 
dent engineer for the Army ka Jamp Haines, has haa that the 
ow in the Chilkat Pass or up on the Haines en | is about 60 inches 


at is the top. The drifting has been a problem in this one 16-mile 


rea. A small relocation of the road some hundred yards or less would 
tuse the road to be elevated where the winds would blow the road 
lear. 

Now, the use of ee up there is the important tang, a bull 
lozer is almost useless. It builds a berm on either side of the road: 


nthe wind blows it fills up the berm and the problem is be ther 
Large rotaries could blow that stuff clear. 
The road is a very good road. It has no cuts at all on any part of 
road that could be filled up by drifting. 
Now, the actual use of the eg by the ¢ nd are many. The 
ipetition to the road is mostly, I shonld say, is half and half by the 
» Pass and Yukon Railroad, and dae itene out of Skagway, 
lich does not want any competition, and said so, except this vear 
they have written a letter to the Army engineers requesting that the 
Haines Road be kept open. 
Now, whether this is due to the fact that the rathroad has been o1 
ke for the last 2 months and the outcome deesn’t look too ewood, and 
v have a counterpart of the railroad. a truek line outfit which is one 
of the largest truckline units in the Yukon, they might be lookine for 
the chance of coming down the Haines Road themselves. 
he Alaska Railroad has, through some of its representatives in the 
past, stated they do not want any competition from any road, and it 
1949 the former head of the Alaska Railroad, Mr. Olson, made the 
statement in front of people in Haines that the operation through 
Haines was a detriment to a Government-owned facility, and he per 
nally would try to block it. And he did make several remarks in 
Washington on that, I understand. 
Senator Magnuson. How does the present one feel about it ? 
Mr. Hernminier. Well, we have not heard any remark from him 
vet. T guess he has his hands full with truckers in his own area. 
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Senator Magnuson. That is what we understood. 

Mr. Heinmitier. The Canadian truckers that come through Haines 
and ship out of Haines can haul freight cheaper, upwards to $15 a 
ton, by going 248 miles from Haines to White Horse over the Whit 
Pass route, or any other route. 

The people up there, the merchants, have always been anxious to 
come to Haines. And the usual threats have occurred where the) 
say if you haul during the summer months through Haines, when 
winte rcomes you have to come over the railroad, your freight is going 
to wait, and it has happened. 

ea Maanvson. Well. who makes those threats? 

Mr. Mernmitier. The White Pass and Yukon Railroad out 
Skagway. 

Sen: ato xr Magnuson. You are speaking of those officials? 

Mr. Herinnwiturr. Yes, sir. 

Senator Magnuson. Not the Alaskan Railroad officials ? 

Mr. Hernuitier. No, sir. 

Senator Maanvson. Yes. 

Mr. Hetnuituer. In 1949 the Alaska Freight Lines truck 


Senator Magneson. I might get this for the record, so the record | 


isclear. Whoownsthe White Pass and Yukon Railroad ? 

Mr. Hernuiuier. It is private: it is Canadian. 

Senator Magnuson. It is a Canadian concern, a stock concern, 
corporate concern ¢ 

Mr. Hetnuitier. Yes, sir. 

In 1949 the Alaska Freight Lines ran several thousands of Army 
general cargo through Haines. That was a very good operation, an 
everybody apparently made money, and they wanted tocontinue. And 
they asked the Canadian officials if they could put equipment in similai 
to their effort at Thompson Pass to maintain there the road in the 
wintertime. At first they said, “No, we cannot turn that over to any 
civilian group, the only one that could do that would be the America: 
Army.” So, the effort was made through the American Army, and 
the isieitans finally decided they would not do it through the Amer 
ican Army either. 


Now, at the pipeline dedication the Commissioner from the Yukon, 
Mr. Collins, and the brigadier in charge of the Canadian section of the | 


Army roadwork was down, and we talked to them about the situation, 
and aske d just what could be done, and they said, “All we need is the 
money. 

Senator Magnuson. That is all anybody needs. 

Mr. Hetrnuiier. A small item. 

Senator Magnuson. Yes. 

Mr. Hernuitirr. He mentioned that the Joint Defense Board. 
which is apparently a civilian on the American side and a Canadian 
brigadier on the other side, would and could possibly make the move. 

The Army engineers, especially the Quartermaster, I should say. 
were highly concerned over how they are going to get equipment in in 
case they need to repair the pipeline. 

The pipeline is new. With all respect to the designing engineers, it 
has a lot of bugs in it yet, and there could be easily a breakdown. The 
remarks have been made that they would maintain the line by hell! 
copter. And where I have a lot of respect for helicopters, I do not 
think they could do it. 
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In talking to several of the road commission people, they have stated 
that they are sure that the Canadians would be afraid to let somebody 
take a crack at that snow removal because they would find out how 

heaply they could do it. 1 mentioned the Canadians have much more 
eason to keep that road open now than we do, and ours is strictly 
ised on military need. Theirs is due to their mining interests which 
s right across the border—a large copper interest 1s developing. And 
' they were preparing to ship out this vear and had almost completed 
the road to the mine when the snows came and there was a feeling that 
hey would not get any snow-removal equipment and they backed out 
fit. The Hudson Bay Mining & Smelting have a large cobalt and 
ckel interest along the Alaska Highway. 

Now, at this time at Haines there is a 214-mile dry cargo dock that 

Army owns; it is laying there, it is unused. It is a standby wharf. 
(he private interests in Haines, I should say outside money, have just 
constructed the civilian wharf there with around $100,000, And 
now personally that they have over $150,000 in the project. The dock 

now ready for use, the civilian dock. 

Senator Magnuson, Do they allow you to use the Aq ny doek at all? 

Mr. HWernoiiier. No, sit 

Senator Magnuson. It is _ st in mothballs ? 

Mr. Hernminier. Yes, s 

ator Magnuson. It Cie standby. 

Mr. Hernminier. It was used only during the installation of the 
coe for the shipment of pipe and other material in at that time. 

nator SCHOEPPEL, Is it so constructed that they could be put into 


actical use by civilian operation, so long as it is standby ? 

Mr. Hemsminter. Yes, sir. 

Senator Sciuorrren. Have you had a definite turndown on the part 
he of the military, that they will not permit that to be used by civilian 
ny r other operators ¢ 

Mr. Hernminiurr. Yes, sir; but there has not been any real need for 
nd the use of that dock by civilians because the civilian dock there could 
oT andle freight. 

Senator ScuoerreL. [am glad you brought that out. 
mn, Mr. [leinminver. The dock is an enormous thing, it is a thousand 
he leet long. The military has stated that it is to be used only in emer- 
mn, vencies. But, as I stated, this civilian dock could handle anything 
he it could go through there at this time. 


Senator Magnuson. Are they maintaining it 4 

Mr. Hernminirr. It needs very little maintenance. 

Senator Magnuson. Do they have someone aboard that watches it? 
’o they have anyone stationed there at all? 


rd, Mr. Heinmitter. It is slightly beyond the new pipeline dock, -_ 
all the new pipeline area, and it would come under the Jurisdiction of : 
ve. superintendent in charge of the pipeline from what I understand. 
LY, Senator ScHorprer. | might just by way of reference, I know that 


in i the pipeline operations down in the States we have had some experi- 
ce with them. In the midcontinent area the cry was the pipelines 


it vill eliminate some of the traffic from the roads, that there wouldn’t 
‘he any needs for the highways. We have found the direct reverse to 
‘Mt true, 

ot In a great many instances when a pipeline goes in, access roads are 


needed and are necessary. And, we find that the development on those 
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roads down there have accelerated somewhat. That may be 
parallel] situation up here in the future, too, 

Mr. Heinmitver. [am sure of it. 

The Navy and the Army have both stated that the Haines Rout 
is the most protected and straight inside route. In fact, Genera 
Atkinson made the same remark, when he dedicated the pipeline, that 
in case of war, and God forbid we have one, that Haines would | 
the only protective route to the interior. 

They are now shipping in somewhere in the neighborhood of 
million gallons a —_ over that pipeline, and they have slowed dow 
possibly on their westward operations with he willing fuel. In case of 
a war, he could dad that pipeline down for 10 days, you would h: 

bout half the fuel you need. 

In talking to the Quartermaster up there Wednesday, they use 
the neighborhood of 20 million gallons a month in the westward ar 

The pipeline, as I stated, can put through around 30 million gallons 
a month. With time as important as it is in the case of a modern typ 
of war, I am sure that any breakdown on that pipeline would 
immediate repair. 

It isn’t a case where a bomber could come in and break that li 
I would venture to say that I knew a few boys with me in the sery 
that could go in there any time and take out a large section of t 
thing with whatever you could pack on your back. That is wide-ope 
country, it is easy to break up. But it could easily be repaired wit 
the maintenance of that road. 

At this time the civilian group in Haines interested in the road ar 
contacting the civilians in White Horse, and we are setting up an 1 
formal organization, which we are going to try to draw in our ro 
com mission people, the Governor’s office, the Army Quartermast 
and all the counterparts of the Yukon people. And we are going t 
make a private cost analysis of that road costs now. We realize that 
the whole thing is a joint Defense Commission thing, or a joint 
Commission thing which is roine to be a high level basis. We ma 


be wasting our time. but we are going to do our effort to do this at 


our own expense, and if we can, to pre pare a report that will be har 
to argue about. I do not be ae there is really any problem. 

Senator Magnuson. Let me get myself clear. The American por 
tion, if it is now maintained a certain period of years, by whom woul: 
it be maintained 7 

Mr. Hernuimrer. By the Alaska Road Commission. 

Senator Magnuson. By the Alaska Road Commission. And 1 
Canadian portion is maintained technically by the Yukon Territory’ 

Mr. Heiner. No, it is the Northwest Highway Command 
which isthe Canadian Army. 

Senator Magnuson. Which isthe military aspect ? 

Mr. Hetrnminuer. Yes. sir. 

Senator Maenvuson. So up there they consider that portion of th 


road to be of more military importance than a local road, is that 


correct ¢ 

Mr. Heinmicurre. Yes, sir. 

Senator Macnvuson. And down here it’s always maintained by the 
Alaska Road Commission 4 

Mr. Hernuinier. Yes, sir. 
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Senator Magnuson. So it becomes: a question of getting the milit: ry 
‘anada to join with us down here, whether it be milit: ary or the 
: 

i 


i Road C omniission, and work out the quest ion of maintenance 


Mr. Hernminuer. Yes, sir; Lam pretty sure. 

enator Magnuson. But if we were to put our share in the matter 

oul |, of necessity, have to be an ap propriation to the Alaska Road 

Hl sion. 
Vr. oe r. I doubt if the Northwest Hiehwavy Command, 
» Canadians, would give up jurisdiction. I mean, thev are very 
lous of theirright. , 
Senator Magnuson. I meant for our portion of it. 

Ir. Hernnminiter. Well, it is maintained anvhow, it comes under our 
ohway system. 
Senator Magnuson. Yes. You are talking in terms of getting some 
ney to keep this road open, and that appropriation would have to 
ie out of our regular Interior appropriation for our share. 

Mr. Hernminier. Our share is maintained year round all the wav 
eed | » to the border. 


Senator Magnuson. That comes out of our share ? 

Mr. Hernminier. Yes, sir. 
vice | Senator Magnuson. And then the rest of it would have to be py 
that | ie agreement with the Canadians ? , 
pen | Mr. Hernuintrr. Yes, sir; that is right. 
vith | Senator Magnuson. And we will have to deal initially with the 


F 6Canadian military / 

are f Mr. Hernuitier. I believe so; yes, sir. 

M Senator Magnuson. All right. 

Mr. Hernuinier. The road at this time will not be closed from 
;mile. In other words, that leaves only 50 miles of road, the first 
t ) miles of road that actually will be without any kind of equipment. 


that From 103 mile to 154 mile that road will be left open, there is only 
ou matter of inches of snow on it. 
ma Senator Magnuson. I am wondering if, when we built the Inter 
IS at tional Highway, we made an agreement with Canada to turn that 
lar over to them, if they would maintain it. There was an agreement 
it they would maintain it. 
po In the beginning, immediately after World War IL when we turned 
oul t over, they put the maintenance in the hands of the ‘anadian Army; 
t their road bodies in their various provinces, or the auto road hody 
vy put it in the hands of the Canadian ies. how, I do not know 
the ether it is stil] in the hands of the Canadian Army. 
ors Mr. Hernairier. It is. 
an Senator Magnuson. But if it is, I oe that this being a leg off 
International Highway that that is how the Army got into the act. 


Mr. Hersaicurr. I believe so: ves, sir. 
‘ator Maaneuson. Yes. So, therefore, we had better deal with 

F thi C anadian Army under the terms of this agreement that we made 
that th them which would include the Haines cutoff portion, the agree 
nent we made on the whole International Highway as to main 
tenance. 

Mr. Hernmituer. Yes, sir. 

In line with that, Senator, a year ago the Canadian Army men 
tioned that their road system was to be turned over to their counter 
part, we will say, of the Alaska Road Commissioner of Public Roads. 
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Senator Macnuson. I thought I read that. 1 did not knoy 
whether it actually happened. 

Mr. Heinmitier. For some reason or other it has never happened 
I wonder now if it is ever intended. 

Senator Magnuson. If it was turned over and the Army pulled 
out of there, 1 do not think the Canadian Army would care to be 
road maintenance outfit anyway; it is not their function except 
wartime. 

Mr. Hetnmitier. No, sir. 

Senator Macnuson. If it was turned over to their counterpart, 
would be the Yukon road group, would it not 4 

Mr. Hernmivier. Yes, sir. 

Senator Magnuson. Whoever they may be, the Territorial Road 
Commission. 

Mr. Hernmicier. Yes, sir. 

Senator Magnuson. And we probably could work that out muc! 
easier with them, I would think. 

Mr. Hernminier. | believe so. 

I certainly thank you for the opportunity. 

Senator Magnuson. Yes, we will explore that, thank you. 

Any further questions / 

Senator ScnorpreL. No further questions, thank you. 

Senator Magnuson. We will certainly explore that situation. 

Now, we have Mr. Robert Sharp here of Ketchikan, who also has 
to leave, so we will hear from him. He is the city manager of 
Ketchikan. 

We will be glad to hear from you, Mr. Sharp. 

Mr. Suarp. Thank you. 

Senator Magnuson. It is getting on to a quarter of twelve, and 
we will probably recess after Mr. Sharp testifies so that we can 
get back here at 1:30. We want to devote the afternoon, if we can, 
to the witnesses on fisheries and exclusively that, so that we can 
have the record somewhat cohesive. 

We will be glad to hear from you, Mr. Sharp. 

Mr. Snare. Mr. Chairman, Senator Schoeppel, Delegate Bartlett 

My name is Robert E. Sharp. 

Senator Magnuson. Now, Mr. Sharp, you have a long, fairl) 
comprehensive statement here, which we will put in the record in toto 

Mr. Suare. Thank you. 


Senator Magnuson. You might highlight it to us here. 


STATEMENT OF ROBERT E. SHARP, CITY MANAGER OF 
KETCHIKAN 


Mr. Suarp. I wil be as brief as I can. I see that the time is quite 
late. 

Senator Magnuson. Yes, and some of the matters have been 
covered in a general way, too, by interested people. 

Mr. Suarp. Yes, they have already been covered by previous 
testimony. 

I would like first to testify on behalf of the Ketchikan Chamber of 
Commerce. 

Senator Macnuson. All right. 
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Mr. Suare. The subject of transportation. The chamber would 
to go on record in support of the actions that have been — 
id the rail link between Alaska and the United States, as well ; 
“A” route which has previously been discussed. 

\nd further, the chamber would like to go on record in support of 
erry-type service throughout southeastern Alaska, connecting the 
ous ports. And, that service the chamber feels should inc lude a 
of service that would not only carry automobiles and passengers, 
freight within the ports. 

Senator Magnuson. Who would that be operated by ? 

\ir. Suarp. That is a good question, Senator. We feel that the 
\Jaska Road Commission should consider that asa part of the Alaska 
Highway System, and that the connection with the Haines cutoff, 
vhich has just been discussed, and further connection with the Pacific 
Northwest, perhaps the connection through the road system that exists 
rom Prince Rupert to the south, and the entire road network of 

sh Columbia and Alaska and the northwest be tied. 

Se rap: Macnuson. Most ferries operated in the States are oper- 

d by the various State road commissions. or Whatever they are 
ed, as part of the road system; that is the pattern. 

lhe only State that deviates from it is my State of Washington, 
li has a separate ferry system, that operates in a separate matter 
\use it was acquired wholly after the road system was laid out. 

[ut most States have, the State of Maryland, and all of the States 

Senator ScHorrreL. Mississippi. 

ator MaGnuson. Mississippi, part of the road system there; so 
viee precedent for that. 

ie. Suare. We feel that the development going on in the Ketchikan 
area, and soon, we hope, in the balance of southeastern Alaska, 

| recreate a much greater demand for inter-port-transportation, 
only passengers, but cargo. And that subject should, we feel, 


ld have serious study. A study which will get into the engineer- 
r costs, and feasibility. And within this brief, which has been sub- 


ited, there is a recommendation that the Alaska Road Commission 
directed to make that study and report to determine the cost and 
bility. 
will not touch on the highway requirements, the brief speaks for 
and you will hear other testimony. 
| woul | like to mention on the proposed sea-train service that that 
t be well investigated as to feasibility to other ports other than 
contemplated service now between Seattle and Whittier. 
Senator Magnuson. I might say this for the benefit of the people 
nitheastern Alaska, that we have a copy of the lease that has been 
red into between the Alaska Railroad and the Alaskan Steam. 
Vart of the consideration for that lease on the sea-train operation, and 
reason Alaskan Steam was considered over another applicant was 
they agreed that it would be the policy of the company to con- 
© to furnish service to other points in Alaska. I do not say this 
roing to happen in the practice. There is that opening whereby 
have some agreement that they are morally bound to continue 
e to other points, and not just operate a single sea-train to the 
t of Seward. 
Mr. Srrarp. Mr. Chairman, we understand that, but if this new type 
ervice that is going to be a faster more economical service, we are 
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interested in the extension of that service to our port area such 
Ketchikan 

Senator MAaGnuson. oe say they are morally bound to do every 
thing they think they can do to have service to other points and not 
limit themselves exc lesiea ly to the sea train operation from Puy 
Sound to Seward. 

Mr. Suarp. The subject of fisheries, we would like to put the cham 
ber of commerce on record particularly in favor of more resear 
funds. And. in connection with fisheries also, the need for small boat 
harbor facilities which has previously been covered. We would | kx 
to emphasize that again. And I will not go into the details of t 
need of Ketchikan there as they are in the record, not only the Corps 
of Engineers which is available to you, but also in this brief. 

Senator Magnuson. Please let me interrupt. The chief counsel a 
vises me I am 80 percent correct in my statement. The agreement 
does not itself contain a prevision for full service to Alaska, but t 
Steamship Co. has stated by letter. and I say, is morally bound t 
continue such service. [am not passing on the effect of that obligation. 
but nevertheless it is there. 

excuse me for interrupting. I wanted the record to be clear. 

Mr. Srarp. Yes, sir. 

[ also would like to cite this example on small boats. We hay 
facilities to handle adequately about 300 small boats. and they ar 
primarily fishing boats. We have over 1,200 such craft. We hav 
several thousand additional transit boats through the sporting sea 
son. Youcan just imagine the problem that is involved. 

We have a small harbor designed for 300 craft. There is often ove 
500 inthe small basin. The fire hazard is terrific. The existing facil 
ties for those that are tied up along the waterfront is there. Hoy 
ever, the damage is extensive each vear. 

Senator Magnuson. You have for Ketchikan an authorized proj 
which is not funded. I mean, where money is appropriated which | 
been modified in 1954, that is adding to the existing project. It isa 
small-boat harbor approximately 11.35 acres in area, dredged t 
depth of 10 feet be oer mean lower ae water at Thomas Basin. Ai 
they say that this harbor will provide safe anchorage for about 
boats. which is not quite sullicient because you have got 1200 fishi 
boats. and boats engaged in towing logs that are now based at 
Ketchikan. 

Mr. Srare. That is right. 

Senator Magnuson. And the modification provides for excavation 
of a moorage basin and the construction of a breakwater at Bar Point 
to accommodate about 520 additional boats. 

Mr. Suarr. That is correct. 

Senator Magnuson. And the engineers say that is feasible. 

Senator Scnorrren.. Let me ask you at that point, are most of thes 
boats, or all of them, in commercial traffic and not pleasure boats? 

Mr. Suarpe. The number that we have quoted are all commercial 
boats. There are no pleasure craft quoted in that number. We have 
some pleasure craft, ves, but the total number, in total number and as 
to need for moorage, they are insignificant. 

Senator Scnorrret. I wanted that in the record. 

Mr. Suarp. In comparison. 
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Senator Magnuson. A good fishing boat is a pleasure craft: you 


use it on Sundays. 
Senator ScHorrreL. But I think that the . 
Senator Maenuson. I know what you mean. 
Senator Scnorpret. The Senator knows that somebody not con- 
versant with it will immediately raise the point that that is a ple 
ive craft, and we would like to have something in our State too. 
s Senator Magnuson. I think the words “small boat moorage” is a 
misnomer. When you get down to Washington, D. C.. vou have to 
plain that. We think in terms even in Puget Sound of a small 
so boat moorage as a pleasure-craft moorage. I think if we cet away 
from that small-boat term we would save a lot of explaining down 
ere. Maybe we had better change it to commercial boat moorage, 
Senator Scuorprent, Right. 
Mr. Suarr. Perhaps we are taking the Corps of Engineers ter- 
logy, “small-boat moorage.” 
Senator Magnuson. We all use it. 
Mr. Suarpe. L know of no subject that 1s discussed more than safe 
moorage for the fishing fleet, and now also the craft engaged in the 
ber industry. Delegate Bartlett knows quite well from the previ- 
iearing here recently, the line of witnesses, some 20 I guess, ap 
neared before that Committee. 
Senator Scuorpren. Is this assumption correct? I have listened to 
eof these gentlemen, talked privately to some of them, and I under- 
ind that on these installations once they are established, the main- 
nee would be locally taken care of. That is, the users contribute 
tothe maintenance. Is that right or not / 
Mr. Suarp. The local community has to supply the publie dock and 
ir floats within the basin; they maintain those facilities. The 
( psof Engineers does maintain the breakwater: they do what dreag 
« might be necessary. That is all considered in the cost when they 
evelop the benefit ratio. 
Senator Magnuson. Yes. 
Mr. Suarrp. That js all considered in it, in the annual cost, as well 
to write off initial capital outlay. 
The local community also provides such things as access roads, 
quarry rights for rock that is required in construction. I dare say it 
't the community, but it is already given the assurance that the 
ngs required to local interests will be provided. 
The city of Ketchikan has repeatedly given that assurance, as recent 
is last week, to the Bureau of the Budget. Iam sure you will find the 


as- 


e\ 


7 same true of other cities. 
In connection with roads and transportation, I would like to empha- 
eone need that is contained in the brief. 
The transportation, air transportation, between Ketchikan and the 
- States and elsewhere in Alaska, the airport is located on Annette 
; Island. The service between Ketchikan and Annette is by Ellis Air 
. Lines, and oftentimes craft coming in with 40, 50, up to 60 or 70 pas 
Wwe ngers have to be shuttled to these small crafts, which is quite time 
as 


imine. and the chamber is on record and would like to urve this 
croup to assist obtaining the appropriations to extend the road from 
ty of Metlakatla to what we call Waldon Point. Between that 
point and the island on which Ketchikan is located, there will be 


738 56 15 
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about a mile and a half ferry run to expedite the service of passenger. 
and certain type of air freight that cannot be handled by Ellis ane es 

That has been a project of long standing and emphasized m: 
times. 

Now, if I can speak briefly on behalf of the city of Ketchikan, 
would like to emphasize again the desirability and need of release oj 
the escrew funds on the Tongass timberlands. Some $600,000 a yeu 
being accrued each year into that fund that will increase from year | 
year. One of our greatest needs, local needs, is street construction, 
we are hopeful those funds will be released and available. 

I am sure you will find additional testimony as to need of roads 
trails in the forests, in the National Forests as far as forest servi: 
concerned, 

Senator Magnuson. I see, you make a recommendation simila 
what the Governor and I are trying to accomplish on the Joint C 
MISSIO 

Mr. Suarr. Yes,sir; that is correct. 

Senator Magnuson. And, you also suggest that it include this 1 
ter of hydroelectric projects, and other matters, the overall econon 
situation. 

Mr. Suarrv. That is correct, 

Senator MaGnuson. Yes. So th: it we might be able to handle p 
tions of that and not limit yeni to only the rail and highway. 

Mr. Suarp. That is correct, 

Senator Magnuson. Yes. 

Now, you have got freight rates in here, what briefly have you g 
on that / 

Mr. Strare. We make the point of supporting the rate classifi 
tion of Alaska in order that it would qualify under the export-iny 
rate classification on your transcontinental hauls, 

Senator MaGgnuson. Yes. You can take this back to Ketchikay 
you do not know it already. At the insistence of this committe: 
cause of the Government’s interest in this matter, we used a Gov: 
ment agency to bring this matter to a head. The General Sei 
Administration filed a formal request backed up by the committe 
with the ICC and brought a suit against 50 some railroads. It 
friendly suit to try to obtain export-import rates on Alaskan traffi 
They have had the preliminary hearings to which we sent our ¢ 
counsel, Mr. Pellegrini, to C hicago a few weeks ago. We unie! 
stand definitely, and we have sent a wire from Anchorage to this ¢ 
again requesting it, both Senator Schoeppel and myself that the Ich 
examiner also come to Alaska, which he, I understand, will do wit! 
a few days or weeks, to take testimony. I know he is comi 
Juneau and to Anchorage and Fairbanks. What I am trying to s 
is that it is in the mill, and we are moving along very speedily on t! 
whole matter 

Mr. Suarp. We appreciate that. 

Senator Magnuson. And that was at the insistence of this committe: 
primarily. 

Mr. Suarr. We appreciate that, and we hope there are favoral 
results. 

Senator Magnuson. They didn’t intend to come up here, but 
reiterated our hope and urged them to come to Anchorage, I am 
they will. 
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Mr. Suarpe. I do not want to take too much of your time on subjects 
itside your primary interest, so for that reason I would like to 

submit a statement on behalf of the city. I hape that in your respec- 
tive — as United States Senators you will consider, and if 
| just read the summary of it very briefly, the statement will cover 
waln small-boat harbors on behalf ot the ¢ ity: certain highw: wy con 
ruction through the city; release of escrow funds on the ‘Tongass 
Vimber Act; the tidelands problem within corporate limits dealing 
th not only our States but privately owned property; the need for 

droelectric surveys, particularly on basic data; consideration to a 

permanent program under the Alaska Public Works Act, and a need 
for 1 probat ion personnel for Federal courts. 

foe rather than take your time, I know many of those subjects are 

outside your primary scope. lL would like to submit that state ment, 
if Lmay,on behalf of the city of Ketchikan. 

Senator Magnuson. That will go in the record alone with the ae 
companying information on your tidelands problems. 1 think we will 
ive some lise ussion within the next d: Ly Or so On these hear Ings % about 

: possible necessity of C ongress taking some action on the tideland 
ile situation, which is primarily a legal matter. 

Mr. Suarr. Well, we have quite an extensive urban renewal project. 
senator MAGN SON. Which is involved, | understand. 

Mr. Suarev. The tidelands are involved. 

Senator MAGNusoNn. Yes. 

Mr. Suarp. The map will reflect that. So will 800 acres of tide 
nds involved in our corporate limits. The lmprovements which 

st are also reflected on the map. 

Senator MaGnuson. We are going to have someone testify are we 
i, Mr. Pellegrini, on the tideland situation 4 

Mir. Peniecrint. Only what the Senator indicated last night. 
Senator Magnuson. The Deleocate knows about it: it Is quite a 
chnical matter. It is a technical matter that we can be helpful 
learing up, L hope. 

Mr. Suarp. Fine. I appreciate the time of the committee. I am 

that if time had permitted you would enjoy the hospits ality of 
Ketel hikan. We regret that you could not come back. 
Senator Magnuson. I was going to suggest that you tell the people 
of Ketchikan that we could not come down this time, but that does 
not mean that we have not the utmost concern with the problems down 


r. Suarp. Thank you, very kindly. 

Senator Magnuson. And we hope that we may have a raincheck 

Mr. Srarp. You certainly may. 

Senator Magnuson. Thank you, Mr. Sharp. 

: —— ' 

(Prepared statement of Robert KE. Shar p, city manager of etch 

ca 
City oF KeTcHIKAN, October 12, 1955. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D.C. 

My Dear SENATOR MAGNUSON: There is enclosed a memorandum prepared on 
behalf of the city of Ketchikan for submission to your committee on Interstate 
and Foreign Commerce. Several of the subjects covered by this memorandum 
ire not within the scope of those announced for the Alaska hearings. It is 
requested that these matters outside the announced scope be referred to the 
appropriate committees of the Senate. 
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In conjunction with the general subject of fisheries, we urge that the mat- 
ter of safe, protected moorage needs of Ketchikan be given every considera. 
tion, and support by you and other members of the Committee on Interstate 
and Foreign Commerce. An appropriation for the construction of a Small 
Boat Basin at Bar Point in Ketchikan Harbor would materially contribute 
to the lessening of the boat maintenance expense each year to the many own- 
ers of fishing boats in not only Ketchikan, but also those from other areas of 
Alaska and the west coast States who regularly fish in the Ketchikan district 
and depend on Ketchikan as a base of operations. The present relatively poor 
economic position of the fishing industry certainly supports our request. 

In conjunction with local transportation, a major portion of the distance of 
the main arterial forest service highway through the city is in deplorable con 
dition. The city has expended or contracted to expend over $1 million on this 
highway, but there remains a need for funds in an equal or greater amount to 
complete the improvement of this route. The city has utilized its financial 
ability—which includes a 2-percent sales tax—to the maximum, and is unable 
to complete the improvement. The United States Forest Service and Bureau 
of Public Roads have taken the position that available forest service high- 
way funds are insufficient to meet this need outside of cities, and that as a 
policy they do not normally expend these funds inside cities. We have pointed 
out to them that in the United States Federal-aid highway program funds aré 
available to cities for primary, secondary and urban highway systems which 
traverse cities; and that in Alaska the cities served by Alaska Road Commission 
highways receive assistance on through highway construction. We have asked 
that a request for funds be submitted as a part of the United States Department 
of Agriculture “department budget” for fiscal year 1957, but so far have been 
unable to get favorable action from the Federal agencies involved. We soli 
your assistance in obtaining funds necessary to alleviate an acute local highway 
transportation problem. 

Your past cooperation and assistance to this community is sincerely appreci- 
ated. 
Yours very truly, 
R. E. SuHarp, City Manager. 


MEMORANDUM FOR SUBMISSION TO SENATE COMMITTEE ON INTERSTATI 


AND FOREIGN COM MERCI 


SUMMARY OF CONTENTS 


General information—city of Ketchikan. 
Small-boat basin; Bar Point in Ketchikan Harbor. 
Arterial highway construction. 
. Release of funds in escrow under Tongass Timber Act of 1947. 
Tidelands. 
Municipal bonds: H. R. 6957, 84th Congress, 1st session. 
Hydroelectric surveys; basie data 
Alaska public works appropriations. 


Mental health laws; revision of commitment procedures. 
Probation personnel for Federal courts. 


CITY OF KETCHIKAN, TERRITORY OF ALASKA 


1. General information.—The city of Ketchikan is located 650 miles northwest 
of Seattle on the southeastern shore or Revillagigedo Island. It is the port of 
entry for Alaska and is served by 2 scheduled intra-Alaska airlines and 2 
scheduled inter-Alaska airlines. Two Canadian passenger ships provide service 
between Ketchikan and Prince Rupert, British Columbia, and other southeastern 
Alaska ports, during the summer season and one passenger ship during the 
balance of the year between Ketchikan and Prince Rupert, British Columbia 
Weekly scheduled freight service is provided between Ketchikan and Seattle by 
one carrier. sarge contract freight service between Ketchikan and Seattle 
and Prince Rupert, British Columbia, moves considerable pulp and timber pr 
duction from the Ketchikan area. 

The 1950 census lists Ketchikan’s population at 5,805, with an additior 
3.500 in the census area. The present population of Ketchikan is estimated 
at 7,500, with an additional 6,000 in the census area, which represents an i! 
crease of 41 percent in Ketchikan and 71 percent in the census area; and a! 
overall increase of 53 percent for Ketchikan and adjacent census area sinc 
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. This rapid growth is primarily attributed to the establishment in 1952-54 
he Ketchikan Pulp Co, plant at Ward’s Cove, and the allied logging opera- 
in the Tongass National Forest. 
Ketchikan’s two principal industries are based on its fishery and timbei 
urces. The Ketchikan commercial fishing fleet numbers over 3,000 vessels 
il types engaged principally in halibut, salmon, black cod, herring and 
fishing. There are six salmon canneries in the area, three large cold 
ie plants handling fresh, mild-cured and frozen fish; a crab cannery and a 
salmon waste-reduction plant. Alaska’s largest sawmill and first pulp plant 
located here. These two industrial plants support extensive logging oper 
ms in the area. 
There is no connecting highway system in southeastern Alaska inasmuch as 
the communities are either located on islands and separated by water or 
g the coastal areas which are characterized by mountainous terrain. The 
ds and coastal areas are heavily timbered. Average mean temperature 
Ketchikan is 58° F. and generally ranges between the extremes of 10 F 
<2 F. during the year. The average annual precipitation is 150.98 inches 
h includes an average annual snowfall of 31.9 inches 
lhe relatively rapid growth in Ketchikan’s population has brought about the 
need for extensive public works, schools and utilities projects; 


tiy 


and the con- 
ied development of additional timber industry plants will add to the future 
requirements for community facilities. 

Small-boat basin.—The existing facilities for safe moorage of the com- 
ercial fishing fleet are inadequate in size to accommodate the some 1.200 boats 
based at Ketchikan. The one small-boat basin (Thomas Basin) at Ketchikan 
has a normal capacity of only 300 boats. Upwards of 500 boats utilize Thomas 
Basin, creating fire and other hazards by overcrowding. The balance of the 
fishing fleet is forced to tie up at floats scattered along the waterfront where 
they are subjected to severe southeast storms and damage from severed lines, 

iuming and overtaxed floats that break loose with resultant damage to both 
moorings and boats. 
A new small-boat basin at Bar Point in Ketchikan Harbor, with a design 
acity for 500 boats, has been authorized by Congress. The most urgent need 
this community is an appropriation for the construction of this small-boat 
asin. The city of Ketchikan urges members of this committee to support an 
ropriation next year for the construction of a small-boat basin at Ketchikan. 
The Ketchikan Chainber of Commerce and Bar Point 


} 


Harbor Committee have 
piled a detail brief which contains conclusive evidence as to the need and 
efits that would accrue from the construction of a small-boat basin that would 
directly contribute to the national food production. 

irterial highway.—Ketchikan is on the route of the Forest Service High 

between Beaver Falls and Loring. In designating this route Forest Service 
nd Bureau of Public Roads officials eliminated that portion of the route inside 
the corporate limits of the city from the official route. This highway, outside 


the city, has been improved and is a good asphalt surfaced two-lane highway. 
Much of the section inside the city limits consists of unimproved narrow, sub- 


standard streets. The city has improved as much of the route inside the city 
as its finances will permit. The increased population and timber activities in 
the area have increased the traffic to the extent that in the central sections of 
the city this route is now carrying up to 7,000 motor vehicles per day. When 
u couple this traffic load with unimproved gravel streets and 150 inches of 
precipitation per year, it is impossible to maintain a passable highway route. 
Forest Service and Bureau of Public Roads officials have taken the positiom 
it Forest Service highway funds presently available are insufficient to meet 
the current highway needs outside of the city. Therefore, they do not feel 
justified in including the portion of the route inside the city. In the areas of 
Alaska served by roads under the jurisdiction of the Alaska Road Commission 
authority exists for that agency to improve similar highways that traverse the 
corporate limits of the cities. Under the present situation, southeastern Alaska 
is the only area in Alaska and the United States where its cities will not receive 
ssistance under the Federal highway program for its primary, secondary, and 
urban highways. 
The city of Ketchikan, naturally, feels that this situation is highly discrimi- 
natory and that the need exists for improving the Forest Service highway route 
rough Ketchikan. We also feel that since the Federal officials concerned have 
refused to take the initiative in remedying this situation that the matter should 
be brought to the attention of the Congress. 


t} 
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The city feels that the United States Forest Service should submit a request, 
as a part of the departmental budget for the Department of Agriculture, for 
funds to improve the portion of the Forest Service highway through the corporat: 
limits of Ketchikan. This action would put us on the same basis as oth« r 
Alaskan cities where Alaska Road Commission highways traverse the corporat 
limits of cities and such action would be in accordance with Federal policy 
reflected in the Federal-aid highway program for primary, secondary, and urban 
highway systems. 

4. Escrow funds—Tongass Timber Act of 1947.—Some $1.5 million is presently 
held in escrow under the terms of this Act. A recent court decision as to certain 
aboriginal claims now makes it possible to release these funds. When released, 
25 percent will be paid to the Territory of Alaska to be expended on highways 
and schools. This money is needed for the purposes stated and early action on 
this matter would be beneficial to Alaska. 

Ten percent of subject funds, when released, would be available to the Forest 
Service for forest roads and trails, which are needed during this period of timber 
resources development in Alaska. 

A bill is presently pending in Congress which would authorize the release of 
these funds and support of this bill by members of this committee is solicited. 

5. Tidelands.—Ketchikan, like most of the coastal cities of Alaska, by the 
nature of its industries and the terrain, is utilizing tidelands for both public 
purposes and privately owned industries. The tidelands are administered by 
the Bureau of Land Management and held in trust for the future state of Alaska 
Consequently, title cannot be conveyed and industrial development in the coastal 
areas, particularly southeastern Alaska, is discouraged and in some cases made 
impossible hecause financing cannot be obtained without title to the tidelands 
sites needed for a particular plant or other facility. Use of the tidelands dates 
back to the acquisition of Alaska by the United States. This use in some 
instances has been encouraged by Federal participation in financing. Many 
tidelands sites have changed hands numerous times over the years through 
conveyance of the improvements; and although title to the tidelands could not 
legally be conveved the occupancy of such lands contributed to the sales price 
of the improvements. In effect, many of the occupants of and owners of improve- 
ments on tidelands have actually paid for the underlying tidelands in this indi- 
rect manner. With the increased development of heavy industry the need for 
use of sites on tidelands has increased and financing of larger amounts makes 
the obtaining of title to the site almost mandatory. 

Many of the city’s streets are constructed on or over tidelands. Urban renewal 
projects now in the planning stage involve tidelands in almost every case. 

The city feels that the greatest benefit from the tidelands will result by en 
actment of legislation authorizing the prompt conveyance of title to encourage 
commercial and industrial development. Such legislation should contain neces 
sary provisions to (1) give priority to purchase to occupants at a price sufficient 
to defray the expense of survey and administration of the program; (2) provide 
ingress and egress to upland owners; (5) provide for public uses such as public 
docks and marine terminals, small boat basins, recreation beaches, seaplane fa- 
cilities, ete.: and (4) make reservation of mineral rights. There no doubt are 
other necessary provisions that would result from a legislative study of this sub- 
ject. It is the city’s further opinion that the authority for administration 
of the tidelands inside the corporate limits of Alaskan cities should be vested in 
the municipalities. The officials at this governmental level generally have a better 
knowledge of the problem and the need for prompt action to encourage and assist 
in providing commercial and industrial sites so necessary in the growth and 
development of coastal cities. 

This statement is not considered inclusive of the tidelands subject. Many 
views on methods of disposal are held by various groups. The city of Ketchitan 
holds the view that prompt conveyance of title to permit early development of 
commercial and industrial plants will result in the greatest benefit to the terri- 
tory in the long run. The present “status quo” situation is a definite “bottleneck” 
to development in Ketchikan, and in our opinion other coastal cities and areas, 
that can be remedied only by the Congress. Continuation under present laws will 
not only discourage the development of Alaska, but, likely, result in a series of 
private bills seeking tidelands titles from Congress to build commercial and 
industrial plants. The city of Ketchikan urges your serious consideration and 
early action to solve this problem. 

6. Municipal bonds.—H.R. 6937, 84th Congress, first session, is now pending 
in Congress having been referred to the House Committee on Interior and In- 
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hont he * 


Affairs. This bill would authorize Alaskan cities to issue refund bonds in 
ent of outstanding general obligation and revenue bonds. This bill is of 
ular importance to Ketchikan because certain of its bonds were issned at 
ely high interest rates to finance construction that could not be delayed 
md bond authority is granted the city will be able to take advantage of a 
favorable bond market in the future and effeet savings in interest expense 
ity urges early, favorable action by the House Committee on Interior and 
r Affairs. 
Hudroelectric surveys: Basic data—The city of Ketchikan owns and oper 
he power and light, water and telephone utilities. The city is particularly 
ted in the expediting of the engineering surveys of hydroelectric sites in 
and particularly this area. These surveys will provide data for de- 
generation facilities to supply electric energy to public utilities, as 
s for commercial and industrial plants. Many of the potential hydro- 
e sites have not been surveyed for basic data necessary for preliminary en- 
‘ing studies. Stream gauging, and collection of other similar basie data, re- 
a number of years of recordings to be of value. 
city of Ketchikan urges that appropriations in adequate amounts be made 
ble for hydroelectric engineering surveys and for the collection of basie 
potential hydroelectric sites in Alaska. 
{laska public aorks appropriation.—This program has provided publie 
s in the city of Netchikan that otherwise could not have been built to par- 
meet the impact of a population growth impact of over 50 percent in less 
vears. The need for publie works of all types is still critical to meet 
inds existant from past population growth not to mention the continued 
th pattern. The relative high construction costs, which can be at least 
ily attributed to an accelerated military and Federal construction program 
iska, coupled with relative poor reception and high interest rates on Alaskan 
cipal bonds makes this program mandatory to Alaskan communities to 
the need for community facilities during a period of rapid growth. 
mr cooperation and assistance in providing adequate appropriations for the 
1. publie works program is solicited. 
ental health laws.—TVhe existing laws governing the commitment of mental 
sare unsatisfactory for the handling of such cases and should be revised at 


irly date. Enactment of remedial legislation is urged by the 
hikan. 


city of 


Probation personnel.—There are no probation personnel assigned to the 
ed States District Court, First Judicial Division or the United States Com- 
oner’s court at Ketchikan. There is a definite need for such personnel, par 
irly to handle juvenile cases coming before both courts. At 
28 juvenile cases are reporting to the city juvenile officer. This not only 
tes an undue burden on the city juvenile officer, but is an unsatisfactory 

procedure to have juveniles reporting to an officer whose principal duty is the 
stigation and apprehension of juvenile offenders. 

» city of Netchikan urges that probation personnel be made available to 

lederal courts mentioned and that members of this committee support Justice 
rtment appropriation requests for this purpose. 


the present 


STATEMENT BY KETCHIKAN CHAMBER OF COMMERCE, KETCHIKAN, ALASKA 


SUMMARY OF CONTENTS 
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(a) Railroad connection—Alaska and United States. 
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(c) General highway requirements. 
(d) Sea-train service. 
(e) Freight rates. 
fisheries. 
(a) Research and scientific Study. 
(b) Moorage facilities for fishing fleet. 
+. Joint United States-Canadian Commission. 
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1. GENERAL DESCRIPTION OF SOUTHEASTERN ALASKA 


Southeastern Alaska is that portion of the Territory lying east of the 141,; 
Meridian and consists of a relatively narrow strip of mountainous mainland to 
gether with the islands of the Alexander Archipelago lying immediately of 
shore. It is sometimes referred to as the “Panhandle” of the Territory. Ay 
intricate system of waterways cuts the region into a number of relatively isolate 
areas, but these same waterways provide a ready avenue of access between loca! 
areas and to the States. Situated as it is, the entire region has been entirely; 
dependent upon water and air transportation. 

Southeastern Alaska possesses a wealth of natural resources. The streams 
and Jakes provide some of the finest spawning grounds for salmon and the extey 
sive inland as well as offshore fishing grounds are prolific producers of halibut 
Mineralization is general throughout the region and a heavy forest growth covers 
most of the area up to an elevation of about 2,000 feet. The scenic attractions oj 
the area are unequaled in North America and constitute a tremendously valuable 
resource. 

A sound economy has developed based upon these great resources. Fishing has 
been the principal source of wealth and will continue to rank high in importance 
Lode gold mining was a major industry in the past and played an important part 
in the growth of the region but rising costs have forced complete shutdow 
Excellent possibilities for mining of other minerals exist and commercial deposits 
of uranium have been discovered in the area in recent months. Industries based 
upon utilization of the forest resources are just beginning to develop, as attested 
by the new $59 million pulp mill at Ketchikan, and their expansion planned t 
operate on a perpetual yield basis, is expected to induce large population gains 
and a general economic growth equal in importance to that based on fishing. Con 
tinuing growth of the tourist business should also be favorable to the region. 

Ketchikan with a population of 7,500 is the third largest city in Alaska and the 
largest “marine community” in the Territory. A “general information” résumé 
of Ketchikan is contained in the statement filed with this committee by the city of 
Ketchikan and will not be duplicated here. 


2. TRANSPORTATION 


(a) Railroad connection with United States 

The Ketchikan Chamber of Commerce supports and endorses current efforts t 
create an international commission to study the feasibility of constructing and 
operating a railroad between Alaska and the United States. Such study should 
embrace the need and value of feeder lines to the coastal areas of southeastern 
Alaska; and take cognizance of the need for coordination with highway and 
coastal transportation requirements of the area. 

The development of heavy industry based on forest products indicates the need 
for this new mode of transportation will become much greater in the near future 


(b) Interconnecting ferry type system in southeastern Alaska 


The Ketchikan Chamber of Commerce has long taken the position that the 
road system in Alaska should be augmented and extended in southeastern Alaska 
through the use of a system of combination railroad car, truck van, automobile 
and passenger ferry facilities. We feel that the Federal program supporting th 
Alaska Road Commission should be expanded to provide such a ferry link along 
the Coastal waters of southeastern Alaska preferably by building the type of 
vessels needed and leasing them to a private operator or operating the vessels as 
an integral part of the Alaska road system. Such communities in southeastern 
Alaska as Haines, Skagway, Juneau, Sitka, Petersburg, Wrangell, Ketchikan, 
Metlakatla, and others can only be linked together by such a ferry system as they 
are located on separated and isolated islands or separated by the mountinous 
terrain of our coastal mainland and cannot be tied together with any intercon- 
necting road network. 

We feel that the Congress should direct the Alaska Road Commission to stud) 
and report on the feasibility and benefit in providing this “marine highway’ 
extension of Alaska’s highway system in the only manner feasible to service 
the coastal communities of southeastern Alaska. Such a combination ferry sys 
tem could use the protected “inside passage” waterway extending along the coast 
of southeastern Alaska and British Columbia with terminal in Puget Sound and at 
Haines, Alaska—the terminal of the Haines cutoff of the Alaska Highway—aund 
with an intermediate terminal connecting with the British Columbia road and 
railroad system at Prince Rupert, British Columbia, 90 miles south of Ketchikan 
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ao 
the Ketchikan Chamber of Commerce feels that the need for this type service 


ill become increasingly greater with the timber resources development 


cur 
planned for southeastern Alaska. 


This service would open a large scenic 
a to motorists and contribute to the development of the Alaskan 


tourist 
iustry. 


General highway requirements 
1) The Ketchikan Chamber of Commerce advocates the extension of the Fed- 
Aid Highway Act to Alaska, but with consideration to special conditions 
ce it applicable to a Territory of this size and small population. At the 
ent time the Territory of Alaska is the only State or Territory not included 
he regular provisions of this act. 


to 


2) We believe it would be very advantageous to have the present Tongass 
Highway which runs 16 miles out of Ketchikan to the west and north, extended 
northerly direction along the shore of Revillagigedo Island to Loring. This 
d open up many more home and manufacturing sites along the protected 
er Passage. Many homes have already been built 

h there is no present access except by water. 
(he limited appropriation for Forest Service highways should be increased, or 
emented by direct departmental appropriations, for this purpose and to meet 

orest service highway needs. 


along this waterway to 


Likewise, South Tongass Highway, running about 9 miles out of Ketchi- 
in an easterly and southerly direction, should be extended to the Ketchikan 

utilities power development and George inlet salmon cannery and eventually 
Oo Mahoney Lake. This road would be approximately 7 miles longer if 
led from its present terminus at Herring cove to Mahoney Lake and it 
lopen up many more home sites. 


The Chamber of Commerce feels that the portion of the arterial which 


ts the north and south ends of the Tongass Highway and which runs 
igh Ketchikan should be designated as a forest highway and be maintained 
he United States Bureau of Public Roads. 

We believe that the construction of a highway along the “A” 


route through 
sh Columbia would be of great advantage to the industrial development of 


beastern Alaska in that it would permit the connecting most of the south- 


nu Alaska cities with the mainland by road. Ketchikan would be con- 
1 with the “A” route highway by a road along the northwest shore of 
agigedo Island, thence by f 

highway. 

Qi 


erry to the Unuk River and along the Unuk 


rst importance to the defense and civilian requirement of the immedi- 
Ketchikan area in a proposed 14-mile road between the industrial Indian 
inity of the city of Metlakatla and Annette Island and Walden Point on 
tte Island. There is already a 6-mile road from the Annette Island airfield 
Metlakatla. 
Che Legislature of the Territory of Alaska by Joint Resolution No. 25 in 19538 
rialized Congress concerning the necessity and great importance of this 
The roadway has been surveyed by it, but has heretofore been included 
as an overceiling item An appropriation is urgently needed in Congress to 
t the construction of this Metlakatla Walden Point Road. 
The Annette Island Landing Field is one of the finest fields in the west. It 
built just prior to World War II by the United States Army and improved 
ng the war at a total cost of $25,000,000 


he field is now used by civilian and military planes, including the planes of 


American World Airways which transports freight and passengers between 
tle and Alaska points, It is about to be used also by Pacific Northern Air- 
s which is about to begin service between Seattle, Ketchikan, and other points 


\liaska. It is the first stop for these planes flying to Alaska from Seattle. 
t +} 


he present time the United States Coast Guard, the United States Weather 
jureau and the Civil Aeronautics Administration have installations at Annette 
nd and there are approximately 200 people living at the field. In addition, 
re are approximately 800 people at the Indian Village of Metlakatla. 
The proposed road would connect with the existing road known as the Tongass 
Highway running through Ketchikan in an easterly and westerly direction by 
ins of a ferry at Mountain Point, 5 miles south of Ketchikan. The distance 
for the ferry between Walden Point and Mountain Point would be about 2 miles 
in protected water, navigable at all times. The ferry would be operated and 
nstructed by private capital. 
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The road would also link up Metlakatla and Ketchikan with about 50 miles 
existing road on Annette Island. Such a road and ferry system is a pract 
necessity with great advantages to Alaska and the Ketchikan-Metlakatla a 
The need has become particularly acute in the past 2 years since the constry 
tion and operation of the new $60 million pulp mill at Ward Cove, 7/2 miles 
of Ketchikan on the North Tongass Highway and the withdrawal of all Ameri 
passenger ships from service between Seattle and Alaska. 

Metlakatia, as well as Ketchikan, is an important industrial community 
these two places should be connected if for no other reason than this. H 
ever, considerations of military defense also indicate the necessity for su 
road. There is a Coast Guard base at Ketchikan and the Coast Guard n 
tains rescue planes at Annette Island. During World War II there were 
portant defense installations on Annette Island. In time of emergency it is 
portant that there be available a means of quick transportation between the A 
nette Island airfield and Ketchikan at all times of day and night and in all k 
of weather. 

At the present time the only service between Metlakatla and the airfield 
Ketchikan is a twice-a-week small mail-boat service and the amphibian p!: 
of the Ellis Airlines. These are totally inadequate. The small planes of 
Ellis Airlines carrying only eight passengers per trip cannot adequately « 
with the passenger traffic, much less the air freight traffic. 

With the DC-6B service now being provided by Pan American World Airway 
as many as 79 passengers per trip are carried and it is sometimes hours bef 
all can be ferried by air from the airfield to Ketchikan. And now the Pa 
Northern is inaugurating service with planes carrying as many as 58 passeng 
In times of bad weather or darkness, particularly occurring during the winte: 
months, these passengers must at time be held overnight at the Annette F 
before it is possible to get all of them to Ketchikan within the space of less tl} 
an hour. 

The tourist traffic is of increasing importance to Alaska, but Ketchikan is 1 
being bypassed by much of this traffic because of the difficulty and expenss 
visiting Ketchikan. Large groups of tour parties, or even parties of more t} 
eight do not like to be broken up and delayed by the inadequate means of gettir 
to Ketchikan from the airfield at the present time. 

The road would enable private capital to carry on a much-needed freight tr 
ing service between the two communities and the airfield. Air freight is an 
portant factor in the industrial life of these communities. The pulp mill, 
instance, often finds it necessary to get items of machinery speedily in the event 
of breakdowns and while such freight can readily be rushed to the airfi 
getting it to Ketchikan by small plane or mail boat present great difficulty. A b 
service would also quickly be inaugurated, not only for airplane passengers, | 
for the 1,000 people on Annette Island, and the 9,000 people around Ketchikai 
It would make available to the people on the island the excellent facilities 
Ketchikan for education, entertainment, and marketing. In Ketchikan at prese 
for instance, there is a new $53 million high school which is presently not accessi! 
to the people on Annette Island and many of the civilian employees on the isla 
are not happy because of their isolation from these facilities. 

Considering the freight problems of Ketchikan alone, the road and ferry syste! 
would be invaluable to the development of the area. One Ketchikan dealer i! 
television sets, for instance, found that he could maintain a much larger variet 
of sets on his display office if he could give speedier delivery. The cost of shipping 
a set from Seattle to Ketchikan by air is about the same as the cost of shipping 
it from Seattle to Ketchikan by freight steamer, but there is no way the bulky 
sets can be transported from the airfield to Ketchikan by air. There is eve 
difficulty, because of lack of trucking service, to transport them to Metlakat 
where there is twice-weekly service by mail boat. The pulp mill also finds, b 
cause of the lack of the road, there they can often get bulkier, much-needed equip- 
ment as fast from Seattle by weekly steamers as by air. The road would mak 
it possible for a piece of much-needed equipment to be transported by air an 
thence by truck in less than 5 hours between Seattle and Ketchikan. 

The only passenger steamer service between Seattle and Ketchikan at th 
present time is that of the Canadian steamers, which operate only once a week 
out of Vancouver, B. C., during the winter and this only as far as Ketchikan. It 
is likely that some of the summer ships will be withdrawn next year with the 
possibility that all will be withdrawn within the next few years, leaving 
Ketchikan completely isolated as to steamer service, and available to the States 
only by air. 
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ee 


Che cost of the 14-mile road on Annette Island, so gravely needed to connect 
hikan by land with the rest of the world has been estimated by the Alaska 
id Commission, Which would arrange for the building of the roads, as only 
iillion. We believe it one of the very best investments that can be made to 
ther the industrial growth of Alaska. We urge that every consideration 
given toward providing the Alaska Road Commission with the funds for the 
ustruction of this road at the earliest possible time. 

) The Ketchikan Chamber of Commerce endorses the proposed sea train 
rvice to Alaska. In the initiation of such service it is important that freight 
hedules for existing type carriers be continued ; and that the rates for the new 

services be established to not adversely offset the existing rates to ports 

will not be initially served by the new type of service. 
In considering this new type service every effort should be made to provide 
its extension to all ports where it is feasible to do so. 

) The Ketchikan Chamber feels that every effort should be made to reduce 

freight rates to Alaska. This is equally important as providing frequent 

ice by as many modes of transportation as are feasible. 
\laska should be included in the export area classification of transcontinental 
shipments destined for Alaskan ports. 


{MARY OF STATEMENT SUBMITTED BY W. K. BoARpMAN RELATIN 
POINT SMALL-Boat BASIN AT KETCHIKAN, ALASKA 


Request.—Funds for construction of a small boat basin at ar Point in 
hikan Harbor consisting of a dredged harbor protected by 2 breakwaters 
) feet and 1,550 feet long capable of handling 500 boats with drafts up to 12 


Vecessity.— More than 1,200 tishing boats base at Ketchikan with an increase 
excess of 200 during peaks of salmon and halibut seasons. Present basin can 
handle maximum of 800 boats. City is port of entry into Alaska and 
ersely port of departure when leaving Alaska. Entire southeastern Alaska 
Ketchikan area is solely dependent on marine traffic for support of its 
nomy—there are no connecting highways or railroads of any description either 
hin the area or entering the area. Needed to accommodate extensive water 
ne logging operation in connection with new $59 million pulp mill at Ketch- 
the first and only pulp mill constructed to date in the Territory. Ketch- 
s the “Salmon Capital of the World,” and the project is also needed to 
ommodate the fleet of commercial vessels required to operate six salmon 
nneries, three cold storage plants, crab cannery and Alaska’s largest lumber 
all located within corporate limits of city. 
Cost of project.—Total first cost of $2,947,000. Construction of 450 feet of 
ikwater can be temporarily and perhaps permanently deferred resulting in 
cost of initial construction of $1,949,000. 
Construction period.—Estimate at 2 years. 


Benefit-cost ratio—Based on complete plan of development, 1.23 to 1.0. 
used on first cost of initial construction, 1.81 to 1.0 
6. Benefits from project.—Iincreased productivity of fishery and timber 
ces. Provide necessary harbor facilities for marine traflic that f 


<li 


re 
irnishes 
e transportation medium for the area’s economy. Reduction in vessel damage 
Inaintenance due to present congestion and lack of moorage. 
Construction.—Should be started immediately. 
{ttuchments.—Pulp mill and Alaska Fishermen's Union Letter; Memorial. 


EMENT SUBMITTED BY W. K. BoARDMAN RELATIN ro THE POINT SMALL- 
Boat BASIN AT KETCHIKAN, ALASKA 


1. Request.—Funds for construction of a small-bout basin at Bar Point in 
tchikan Harbor consisting of a dredged harbor protected by 2 rock break- 
iters 700 feet and 1,550 feet long capable of handling 500 boats with drafts 
to 12 feet. The basin to contain some 780,000 square feet of area and, on a 
sis of 1,500 square feet per boat, would actually accommodate 520 boats. 
out 12 percent of the basin area would range in depth frem 6 to 10 feet, 
hirty percent would range from 10 to 15 feet, and the balance would vary fromm 
>to 40 feet. 
2. Necessity.—(a) There are more than 2,100 boats of all descriptions of Ketchi- 
n registry. At least 1,200 fishing boats base at Ketchikan during the fishing 
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season and winter months and more than 1,000 boats are actually listed on the city 
assessment rolls owned by individuals and firms residing or doing business within 
the corporate limits of the city. In addition there are a large number of boats 
engaged in the logging and logging camp supply activity in the immediate 
Ketchikan area using the port of Ketchikan as their supply base numbering 
upwards to 100. The latter category of boats has only come into being in the 
area in the last year and a half as a result of the construction of a new $59 
million pulp mill at Ketchikan—the first and only one to date in Alaska. A 
further burden is placed on the port for accommodation of additional vessels used 
in the operation of 6 salmon canneries, 3 cold storage plants, 1 crab cannery as 
well as Alaska’s largest lumber mill—all located within the corporate limits 
of the city. There are five additional canneries in the immediate Ketchikan trad 
ing area. The only present small-boat basin can handle a maximum of 800 boats 
and beyond that point dangerous and impossible overcrowding takes place. 

(b) Ketchikan is the first port of entry into Alaska and conversely is the port 
of departure when leaving Alaska for the States. The port of Ketchikan is s 
jected to an enormous influx of transient vessels particularly from the Puget 
Sound area during the halibut and salmon seining seasons. These fleets aft: 
entering and clearing through the port of Ketchikan fan out all over the Alaska 
fishing grounds and place no comparable strain for accommodating them on any 
other Alaskan port. The same situation prevails when the fishing seasons ar 
completed and these fleets funnel back through Ketchikan en route down the 
protected “Inside Passage” to the Puget Sound area. 

(c) Unlike almost any other area in the United States proper, a situation pre 
yails in Ketchikan and the balance of southeastern Alaska wherein the entire 
economy is dependent on marine traffic. There are no connecting highways or 
railroads of any description either within the area or entering the area that offer 
an alternate form of transportation. All of the communities are located on iso- 
lated islands separated from each other by extensive bodies of water that force 
the use of marine traffic exclusively. The entire road system at Ketchikan, which 
is located on Revillagigedo Island, extends 15 miles north and 9 miles south of 
the city and just quits in the middle of the Tongass National Forest. 

The nearest United States continental highway and railroad systems are lo 
eated in the Puget Sound area 650 nautical miles to the south of Ketchikan and the 
nearest foreign highway and railroad terminals are located 90 nautical miles 
south of Ketchikan at Prince Rupert, British Columbia. 

The basis of the entire local and surrounding area economy in respect to the 
fishery, timber, and mining resources is wholly dependent on marine traffie and 
boat usage. The construction of the Bar Point small-boat basin at Ketchikan 
is absolutely necessary to accommodate the fleet of vessels that support and make 
possible our local and area economy. 

Marine traffic in southeastern Alaska and Ketchikan is the conterpart—a1 
substitute—for railroad and highway mediums of transportation in the conti- 
nental United States. 

3. Cost of project.—A total first cost of $2,974,000 has been established by the 
Corps of Engineers. For initial construction, it has been recommended that 450 
feet of breakwater extending along the northwest side of the basin be deferred, 
to be added only at such time as its need is clearly demonstrated. First cost of 
initial construction is set at 81,949,000 and $12,000 annually for maintenance 

4. Working period.—A working period of probably 2 years would be required 
to complete the initial construction of the project. 

5. Bencfit-cost ratio.—The complete plan of development of a small-boat basin 
at the Bar Point side in Ketchikan would develop annual benefits evaluated at 
$156,000, which, compared to annual costs of $127,000, indicates a benefit-to-cost 
ratio of 1.23 to 1.0. 

To complete the initial construction, annual charges would be reduced fro! 
$127,000 to $85,000 with a resulting benefit-to-cost ratio of 1.81 to 1.0. 

6. Benefits from project.—(a) Ketchikan is the “Salmon Capital of the World” 
with six canneries within the corporate limits and many more in the surrounding 
area. The region also produces a very large amount of fresh fish in the form 
of halibut, salmon, and cod that are processed in the three local cold storage 
plants. The local fleet of fishing vessels numbers 1,200 and is expanded to more 
than 2,000 during periods of peak activity when the Puget Sound fleet is operat- 
ing in Alaska waters. The entire productivity and facility of the fishing effort 
in the Ketchikan area would be increased and expanded if the Bar Point small- 
boat basin at Ketchikan were constructed to accommodate the needs of the 
fishing fleet involved. 
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(b) The first and only pulp mill to date in Alaska was constructed and placed 
neration in Ketchikan last June at a total cost of $59 wiiition. The company is 
ducing about one-half of its logs in its own camps and is purchasing the 

r half from approximately 32 independent logging operators in the Ketchikan 

Prior to the construction of this pulp mill there were only about five 
vving operators in the area. All of the logging camps involved use a combina 

of camp tenders, towboats, boomboats and supply boats that are newly 
sed in the area which depend on Ketchikan for their base of supplies and sery 

The number of boats involved is approximately 100. At present there are no 

bor facilities in Ketchikan for this new category of boats. The situation 
suuld be greatly improved if the Bar Point small boat basin were constructed 

pulp mill involved is currently on a 325-ton daily basis of capacity and will 
be expanded to 500 tons a day capacity. The entire logging delivery problem 

the millsite is a waterborne operation and increased mill production will 
eventually call for a larger overall fleet of vessels than now utilized. 

The productiveness of the timber resources in the Ketchikan area will be 
facilitated and increased by the construction of the proposed harbor. 

c) Construction of the project would result in great savings to boatowners 
because it would eliminate or at least reduce the damage suffered by their vessels 
being moored at present under hopelessly congested and/or unprotected condi- 

Storm damage incurred by vessels forced to moor at present in exposed 
locations would be largely eliminated. 

(7) The counterpart of Federal assistance in the United States in the form 
of original railroad land grants and highway construction assistance can only 
be paralleled in southeastern Alaska and the Ketchikan area by the appropriation 

fends to build needed harbor projects such as the Bar Point small-boat basin 

Ketchikan. The previously developed point that this entire area depends 

waterborne commerce for the production and processing of its resources, and 

i source of supply, to the exclusion of any other type or mode of transportation 

‘Iv demonstrates the pressing need for the project. 

7. Construction.—The Bar Point small-boat basin at Ketchikan should be 

structed at the earliest possible date. 

8. General comments.—Description of southeastern Alaska including the gen- 

| Ketchikan area. 

Ketchikan with a population of 7.000 is the third largest city in Alaska and 

‘largest marine community in the Territory. 

Southeastern Alaska is that portion of the Territory lying east of the 141st 

eridian and consists of a relatively narrow strip of mountainous mainland 

gether with the islands of the Alexander Archipelago lying immediately off- 
ore. It is sometimes referred to as the panhandle of the Territory. An in- 
ate system of waterways cuts the region into a number of relatively isolated 
reas but these same waterways provide a ready avenue of access between local 
reas and to the States. Situated as it is, the entire area has been entirely 
dependent upon water and air transportation. 

Southeastern Alaska possesses a wealth of natural resources. The streams 
and lakes provide some of the finest spawning grounds for salmon and the exten- 
sive inland as well as offshore fishing grounds are prolific producers of halibut. 
Mineralization is general throughout the region and a heavy forest growth covers 
most of the area up to an elevation of about 2,000 feet. The scenic attractions 
of the area are unequaled in North America and constitute a tremendously 
valuable resource. 

\ sound economy has developed based upon these great resources. Fishing 
has been the principal source of wealth and will continue to rank high in im- 
portance. Lode gold mining was a major industry in the past and played an 
important part in the growth of the region but rising costs have forced complete 
shutdown. There is little present possibility that gold mining will be revived, 
but possibilities for mining of other minerals exist. Industries based upon 
utilization of the forest resource are just beginning to develop, as attested by 
the new $59 million pulp mill at Ketchikan, and their expansion, planned to 
perate on a perpetual yield basis, is expected to induce large pepulation gains 
nd a general economic growth of the tourist business should also be favorable 

the region. 

\ttachments.—(a) Letter signed by Mr. Lawson Turcotte, president, 
Ketchikan Pulp Co. to the chairman and members of the subcommittees on Publie 
Works of the Senate House Appropriations Committees dated March 14, 1955. 

4») Letter signed by Mr. George Johansen, secretary-treasurer of the Alaska 
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Fisherman’s Union to the subcommittee of the House and Senate Appropriati: 
Committees, dated February 23, 1955. 

(c) House Memorial No. 22 passed by the 21st session of the Alaska Leg 
lature petitioning the Congress to appropriate funds for the construction 
harbor projects in Alaska that have been authorized by the Congress. 


KETCHIKAN PULP Co., 
Bellingham, Wash., March 14, 1955 
To THE CHAIRMAN AND MEMBERS, 
Subcommittee on Public Works, 
Senate and House Appropriations Committees. 

GENTLEMEN: The 85d Congress authorized the Bar Point Harbor project 
Ketchikah, Alaska, in the amount of $2,947,000 but appropriated no funds { 
its construction. The need for the project, as we see it, centers around the 
following facts. 

Our organization, which was formed as a joint venture by the American Vis 
cose Corp. of Philadelphia and the Puget Sound Pulp & Timber Co. of Belli; 
ham, has invested a total of $59 million in the plant and logging facilities at 
Ketchikan and its immediate area. This investment was furnished by private 
capital sources and as a result we have created a facility producing new wealth 
out of what was heretofore unused timber wilderness. We have created direct 
and indirectly approximately 1,000 new outlets for employment in Alaska that 
before were nonexistent. Ours, we believe, is the largest single private industri] 
development, both from the standpoint of capital invested and employme: 
created, that has ever been established in Alaska. We might add that 
pioneering problems encountered from the inception have been great and thit 
new and serious ones are continually being encountered. 

We are doing business with some 32 logging operators in the immediate Ketch 
kan area all of whom use or depend on boats and vessels of one description ©: 
another in their operations and who use the port of Ketchikan as their central 
supply point. We understand there were only about five such operators in th: 
Ketchikan area prior to the time we commenced operations. Logging in the area 
is a marine operation and involves the extensive use of boats including the gen 
eral classifications of camp tenders, boomboats, supply boats and towboats. The 
logging camps are all located on islands separated by water from our mill! 
Ketchikan. 

Harbor facilities in Ketchikan to accommodate this new fleet of vessels result 
ing from our operation are practically nonexistent. 

There is at present a small-boat basin in Ketchikan capable of handling about 
300 small vessels. However, Ketchikan is commonly referred to as the “Salmor 
Capital of the World” and has 5 salmon canneries within its corporate limits 
as well as 3 large fish processing cold storage plants and many other businesses 
using marine vessels in their operations. The largest lumber mill in Alaska 
is located at Ketchikan and there are many other salmon canneries in the 
immediate area that are serviced out of the community. There are more than 
2.000 vessels of all descriptions of Ketchikan registry and we are informed 
the assessment rolls of the city itself show that more than 1,000 boats are owned 
by individuals and firms within the corporate limits of the city. Ketchikan is 
also the first port of entry on entering Alaska and the port of departure is also 
Ketchikan when leaving Alaska for marine traffic lying between Puget Sound 
and Alaska using the protected Inside Passage and as such is subjected to a 
terrific burden of transient traffic particularly during the periods when the 
halibut and salmon seining seasons are open in the Territory and its adjacent 
waters. 

All of these factors combine to make it imperative that the Bar Point Harbor 
be constructed at Ketchikan to accommodate the overflow of vessels that cannot 
now obtain adequate and protected mooring facilities. The Harbor as designed 
would accommodate 500 vessels of all descriptions and can be further expanded 
in capacity at a later date if needed. The cost of the project is too great for local 
financing and Territorial financing is out of the question we understand because 
of very limited funds and the large number of other similar harbor projects that 
have been authorized in the Territory by Congress. 

We consider the Bar Point Harbor project necessary because it will assist in 
increasing the productiveness of the timber resources in the Ketchikan area by 
providing the necessary protected port facilities not now available for the fleet 
of vessels used in the overall local logging effort. Our stake in the Ketchikan area 
of Alaska is great and as pointed out previously, we have created important new 
payrolls and wealth in what was heretofore a wilderness and have done it entirely 
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private financing. We trust that it is not out of line to suggest that a partial 
st from the Federal Government in the form of continuing its historic role 
oviding harbor developments at key seaport points is in order. Ketchikan, 
ir estimation, falls within this category and we urge that the Congress 
opriate the amount authorized by the 88d Congress for the construction of 
Bar Point Harbor. 
Respectfully submitted, 
LAWSON TURCOTTE 
President. 


ALASKA FISHERMEN’S UNION, 
Seattle 1, Wash., February 23, 1955. 
‘or Point Harbor Project at Ketchikan, Alaska. 
subcommittee of the House and Scnate Appropriations Committees: 
\TLEMEN: We respectfully request and urge that you give serious consider- 
to the Bar Point Harbor project at Ketchikan, Alaska. We fully realize 
Congress is at all times being pressured with request from groups for appro- 
ons—some of which may not be entirely necessary. However, we have 
ts which are absolutely necessary and in the best public interests and 
should be taken care of. 
our opinion, the Bar Point Harbor project falls in this eategory. 
Ketchikan is the port of entry to Alaska and also the port of departure when 
i the Territory. In that position, it receives all incoming and outgoing 
itime traffic in Alaska. The present small boat basin has a capacity for about 
boats and cannot begin to handle the traffic. The latest figures obtained by us 
2,100 boats of Ketchikan registry, of which 1,050 are actually owned by 
ple living within the corporate limits of Ketchikan. The estimated cost of the 
Point Harbor project is $2,900,000, and it would accommodate an additional 
vats of all descriptions. If constructed, this harbor would immediately be 
ed to its fullest extent, as even with this additional moorage, it would be 
lequate to handle all traffic but would afford considerable relief. The problem 
properly taking care of these boats would not be nearly as acute as at present. 
the lack of adequate harbor facilities has resulted in 
chikan as many boats have been forced to seek winter storage elsewhere 
he real problem is the fact that the port of Ketchikan is unable to properly 
for or even come elose to handling maritime traffic during the tishing season. 
he Alaska Fishermen’s Union is very much interested in fishing and all 
problems attached thereto. One of these problems is to find harbor for our 
Ketchikan is in the midst of one of the biggest salmon producing areas 
ska and offers a base of operation for fishermen which cannot be found 
here in the Southeastern district of Alaska. Therefore, confusion which 

s from lack of harbor facilities not only causes inconveniences to the 
hermen but actually a loss of earnings as they are unable to conduct their 
siness and get back in the fishing grounds. 

The maritime traffic in Ketchikan is constantly growing. It should be encour- 
| rather than stymied by the lack of a few dollars which would greatly 
eve the present situation. 

We don’t believe we are unreasonable in our request for your consideration 

s particular project. Alaska is a territory of many opportunities but 
needs developing and financial help in many instances, particularly on projects 
iis nature which tend to build a surer economic future for Alaskans. 

We would also like to stress that the project is not only of interest to Alaska 
would prove most beneficial to fishing boats coming from all of the west 

States to the Territory—this should be one more reason why the appro- 
tion should be granted. 

We would appreciate your thinking on this problem and will endeavor to 
wer any questions which you might have. 

Yours very truly, 


economic loss to 


1+ 


GEORGE JOHANS! 
Secretary-Treasurer. 
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IN THE House: HOUSE MEMORIAL No, 22 IN THE LEGISLATURE OF THE TERRITOR) 
1” ALASKA, TWENTY-FIRST SESSION, TO THE CONGRESS OF THE UNITED STATES 
TO THE BUREAU OF THE BUDGET; AND Hon. E. L. BartLett, DELEGATE 
CONGRESS FROM ALASKA 


Your memorialist, the House of Representatives of the Legislature of the 
Territory of Alaska, 21st session, assembled, respectfully represents : 

Whereas the United States Army Engineers have approved 12 or more harbor 
projects in Alaska during the past several years ; and 

Whereas these harbor projects have not been completed because of lack of 
sufficient appropriations; and 

Whereas this harbor improvement program has a direct bearing on the defense 
program not only as it affects food production but also because of the improved 
harbor facilities would not only provide sufficient safe anchorage for fishing 
vessels but would also provide good and adequate harbors for the many Govern 
ment vessels in Alaskan waters. 

Now, therefore, your memorialist, the House of Representatives of the Legis- 
lature of the Territory of Alaska, respectfully prays that Congress make a 
sufficient appropriation to complete those Harbors Projects which have alread) 
been approved for Alaska by the United States Army Engineers. 

And your memorialist will ever pray. 

Approved by the house March 26, 1953. 

4. JOINT UNITED STATES-CANADIAN COMMISSION 

The Ketchikan Chamber of Commerce urges that the Congress of the United 
States enact appropriate legislation for the establishment of a joint high-level 
and long-term commission or committee of Canada and the United States to deal 
exclusively with the problems having to do with the northern frontier country of 
Alaska, British Columbia, and the Yukon ‘Territory. 

The enabling legislation should lay down the principles to be followed in de- 
termiping the equitable interest of the respective governments and their nationals 
in projects involving such matters as international roads, railroads, hydo projects 
and common shipping on the Inside Passage. 

Senator Maanuson. Now. Mr. Jones, you have to leave, too. 
understand you are going to Washington. 

Mr. Jones. Yes. sir, 1am reversing the movement. 

Senator Macnuson. You are reversing the field on us. All right. 
We will hear from you. 

I want to note at this time, Senator Schoeppel, that we have here 
listening very intently one of the grand old men of Alaska, Henry 
Roden, sitting here, who is an oldtime lawyer, has been a member of 
the legislature many times. You are looking at a real old sourdough. 

Senator ScnorrreL. Comparable to what we have in our own coun- 
try, the last of the genuine old cattlemen. 

‘Mr. Roven. That is right. 

Senator Macnuson. Weare glad to have you with us. 

Mr. Ropen. Thank you very much, Mr. Chairman. 

Mr. Jones. I have this brief here, if you care to have it. 

Senator Maanuson. As usual we will put everything in the record 


that you wish. 


STATEMENT OF LLEWELLYN C. JONES, TRAFFIC MANAGER, 
KETCHIKAN PULP CO. 


Mr. Jones. My name is Llewellyn C. Jones, traffic manager, Ketchi- 
kan Pulp Co. 

I would like to make a brief résumé of Alaska transportation. 

At the outset it is proper to reiterate a fact too frequently over 
looked in the appraisal of basic transportation. This relates to - 
increasing recognition accorded to the principle that the field « 





ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 233 
yon and contract Carri: age Thay he well designated as embracing 
five types of methods of haulage. I refer to that service furnished 
by (a) railroads, (6) motor truckers, (¢) water carriers. (7) for 
ders or consolidators, (e) air transporters. My experience has 
resolved in the conclusion that each method conforms to a definite 
5 pattern of adaptability best suited for varying traflie conditions. 
This view holds the support of progressive students in the field 
transportation. 

Amplifying this declaration it has been my experience that under 
a certain traffic factors the use of rail services up to 100 percent of 
. the routing is the feasible economical method to handle a particular 
shipment. On the other hand, the next shipment would be an inte- 
crated routing including a rail and motor participation. Conceiv- 
A ibly, 3. or perhaps 4 such agencies might be utilized in an ex- 
5 treme situation to accomplish the maximum savings to such users. 
By reason of the geographical location of Alaska to stateside, this 
element of carrier selection becomes of m: ijor Import: ince to our econ 
omy. Only by the exercise of intelligent control in this phase ean the 
relatively high level of tr: insport costs be successfully challenged. 

It is fitting to insert at this point a basic axiom which too frequently 
s entirely overlooked or ignored by our carrier friends in their zeal for 

‘reased traffic volume. I am constrained to declare that too fre- 

ently in their concentrated drive to augment their revenues or posi- 
tion for preference over competitors, the status of the shipper or 
receiver has been completely ignored—to become a forgotten man, if 
ts you please. After all, he does pay or absorb the transport charges 

ncluding frequently many ancillary assessments attached thereto. 

I I stress this vital consideration before this committee. 

Reference has been made elsewhere in this record to the approxi- 
nately 4,000 miles of highways in Alaska which reflect a favorable 
t. start toward meeting the expanding needs of this newly developing 
area. It is esential that every encouragement be given to the exten- 
re sion and improvement of this program. As new areas are made ac- 
- cessible, motor trucking with its flexibility in operation and attendant 
f services, can be a tremendous i impetus. Further, my experience state- 
h. s de points to the feasibility and adaptability of the forwarder-con- 
n. dating type of carriage. Under this method less-carload or less 
f = truckload tonnages are assembled at key points thereafter to be for- 
warded in a consolidated unit to a distributing or breakdown point. 
This service today via stateside ports is not possible for Alaska destina- 
tions. Rather, such consignments are reforwarded as separated ship- 
ents beyond such ports at prevailing rates applicable to separate 
ail water consignments thus defeating the principle of consolidation. 
Senator Magnuson. In other words, Mr. Jones, there is not any 
freight forwarding from stateside to Alaska 
Mr. Jones. No, sir, not as such. 
Senator Magnuson. Does a modification of freight forwarder work 
i Alaska after it gets here ? 
i Mr. Jones. No, sir, not to my knowledge. We have to break down 
ause the forwarders, as they instruct me, are unable to work out 
ite arrangements and handling with the water carriers beyond such 
= ports. 
he Senator Magnuson. Now, let me ask this further question, and I do 
of this for information. If the ICC jurisdiction was extended to the 


(8 me 16 
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Territory, then they would have to accept freight forwarders becay 
they are now common carriers 4 

Mr. Jones. Yes, sir. They are under part 4 of the Interstate Co: 
merce Act. 

Senator Magnuson. Yes. 

Senator ScHorrret, Do you in your presentation here suggest, 
has been suggested in other places, that modification be m: ide in t! 
= applic able to the ICC to Alaska or some comparable site for the 

gency 

“Mr. Jones. I certainly do. 

It is appropriate to note that recently a similar service has been 
advanced for this type of operation to a Canadian railhead thence yi; 
the Alcan ra interior points contiguous to said route. I am persuad 
that only by the fullest explor: ation and encouragement to such « 
versified methods or combination of such tvpes of handling, can t] 
northwest section attain its projected m: iturity. 

Your attention is respectfully directed to the Ketchikan Chaml 
of Commerce statement, page 2, subparagr: aph (b)—a recommend 
tion covering the “interconnecting ferry-type system in southeaster 
Alaska.” I desire to stress the importance of this timely proposal f 
we recognize the urgent need in the establishment of localized wat: 
services to the smaller communities, accessible only by water route: 
This is a long- patte rned method used stateside whereby a key point 
established from which points goods of commerce are distributed to 
outlying areas for consumption. For example, Ketchikan and other 
larger centers in said areas have supplied in part directly, or by 
reforwarding processing, the varied needs to these widespread tow! 
or villages. Consequently, adequate water transport facilities become 
necessary—thus the urgency of the instant proposal merits you 
timely consideration. 

Closely associated with this subject is a companion issue which wi 
strongly endorse relating to the need for surface carriage bet we: 
Annette Island and Revilla Island. Ketchikan is located on the ia 
with the airport landing area, also the village of Metlakatla, on 
Annette. The problem of adequate and seoutaea services bet ween 
these island iia is fully discussed in the chamber of commerce 
recommendation previously noted. 

It has been a problem of grave concern to the Ketchikan Pulp Co 
operation by reason of extended delays to air shipments landed 
the airport for an emergency situation which are delayed in receipt 
at our plant. The local air service operates planes with limited air 
cargo cubic capacity. Thus, we have found frequently they canno 
handle from the airport to Ketchikan—this disability, gentlemen, after 
we have used extreme efforts to expedite plus a substantial added ex 
penditure to fly said shipments frequently from the east coast—all to 
forestall a delay in our operations. Ad litionally, weather ee apie 
preclude flying all of which are summarized in a most critical and 
untenable situation. Our solution appears to be in the establishment 
of some alternate, reliable service which can be realized only by the 
highway-water service as recommended in that report. 

Summarizing this review, it is fitting to observe that transport: 
tion holds the key to future development of the untapped resources 01 
Alaska—the last American frontier. Without adequate, low-cost 
transportation there can be no firm incentive for capital investment 
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xplore and market the products of the forests, the minerals and 
y allied resources. ‘The first question to be satisfied is the measures 
1 or to be realized in transferring such products to points of use 
onsummation. I need not remind this committee or Members of 
Congress that in the furtherance of rail expansion stateside, for 
unple, various incentives were extended, inc luding so-called 

nts to build up the then existing western frontier. 

loday, at this very moment, Alaska stands on the threshold of a 
ile! era—herein the southeastern are a, also to the westward, great 
ts are in the making for a solid future—the command is “for 
d.” We trust this cadence will be reechoed in thinking akie the 
; of Congress. 

ator Magnuson. Thank you, Mr. Jones. 
d 1, for one, apprec iate dee »ply your views on this whole problem 
aie oii measures, and the lack of the concept of freight for 
rding on less-than-carload shipments because that has been, | 
ead agree with you, a very serious drawback to this whole 
etl 

f Wi at to ask the delegate, Would the release of some of the mone y; 
id that be used for some of these things that the ‘Vv suggest / 

De le onte BarrLterr. Release of the money from the ‘Toneass IF 

Senator MAGNuson. Yes. 

Delegate Barrterr. Not under present law as dedicated. 
nator Magnuson. Not under present law. For instance, the road 

as speaking of, that would have to come under the regular 
tory! 

Delegate Bartrierr. That would have to be under the Alaska Road 
umission, Which has, I understand, submitted budgetary requests, 
they have been always set over ceiling. 

| think Mr. Jones made a most thought-provoking statement here. 
senator MAGNUSON. Yes, | think SO TOO. 

\Ir. Jones. We can never interrupt our manufacturing process. In 
er Biba we start what we call a cooked preparation of the fiber, 

t has to move in a certain continuity. If anything interrupts 
he ‘asians is disrupted. 
enator Magnuson. We can’t let the soup cool. It has to be hot all 
time, 

Well, thank you, Mr. Jones. We appreciate your coming. Thank 


Mr. Jones. Thank you. 
Senator Magnuson. The committee will recess until 2 o'clock this 
ernoon. And, this afternoon we are going to hear about the fish 
I have been keeping the fishery witnesses, and I apologize for 
eping them waiting too long, but transportation and fish seem to 
avs be right on the topside. 
Whereupon, at 12:30 p. m., an adjournement was taken. 


he 
) 
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SATURDAY, OCTOBER 15, 1955 


Unirep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
June au, Alaska. 

Phe committee reconvened at 9 a. m. in the Senate Chambers. Sena- 
tor Warren G, Magnuson presiding. 

Present: Senator Schoeppel and Delegate Bartlett. 

\lso present: Mr. Frank Pellegrini, chief counsel, and Mr. Edward 
larrett, chief clerk. 

Senator Magnuson. We will come to order. 

\ir. Al Anderson, is he here ? 

\ir. ANDERSON. Yes. 

Senator Magnuson. Mr. Anderson, we will be glad to hear from 

We will put Mr. Anderson’s full statement in the record. Is there 
nything else you wish to submit which can be sent to the committee ¢ 
I presume that the bulk of your testimony will cover many of the 

os that have been covered here: is that correct ? 
\Mir. AnprrSOoN. That 1s correct. 


sO 


itor Magnuson. Is there anything new that you would like to 
| briefly ? 
\ir. ANDERSON. Yes, 


STATEMENT OF AL ANDERSON, EXECUTIVE DIRECTOR, ALASKA 
RESOURCES DEVELOPMENT BOARD, JUNEAU 


Mr. Anprrson. No testimony has been introduced into the record 
oncerning section 83 of the Jones Act. 

Senator Magnuson. I know about the Jones Act very well. 

Mr. ANpERSON. I know that you do, sir. 

itor Magnuson. We pass bills every year making exceptions 


= 


ns Se 


Mr. Anperson. Well, the exceptions that are made, while they are 
ppreciated, are not sufficient, sir. 


We feel, and we feel very strongly, that a good moving transporta- 
continental railroad across the United States and through Canada, 
to Canadian ports, that it should be possible for Canadian vessels to 
ring those goods to Alaska, even as they can bring them to the United 
tes, They are now prohibited by law from carrying goods on trans- 
tinental railroads across Canadian railroads to Canadian ports: 
ev are prohibited by law to bring those things to the Territory of 


Li¢ 
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Alaska, although the same goods and same movement can be t: 

to Seattle; they can be taken to San Francisco, any port on the Pa 
coast. That is another part of the development of this ‘Territory 
which works to our very great and grave disadvantage. 

Senator Macnuson. Well, that is a matter, of course, that is s 
what a controversial matter. We held lengthy hearings in 1945 « 
that matter, that is, the Senate did, and then the matter comes 
in committee every year when we make an exception to the Jo 
Act toallow the C anadians to go into 

Mr. Anprrson. Well, I understand in the hearings in 1948 that Se: 
tor Capehart and others were agreed that this was a gross discrim 
tion against the Territory of Alaska and one that should be remo 

Senator Magnuson. Well, we will take a good long look at | 
because it is going to be part of this whole thing when we get 
there. 

Mr. Anprerson. One other thing, sir. I should like to emphas 
that we have to ask for many things from the Congress of the Unit 
States, but I would like to say that the Territorial per capita tay 
is 875.59; that is what the Territory pays on a per capita basis, | 
of our population of 280,000 people, 2314 percent of them are militar) 
personnel, and they are not subject to most of our Territorial tax: 
So that actually from a standpoint of impact, the tax that the ind 
vidual Alaska taxpayer would bear on a per capita basis is pret 
close to S100. So I did want both of you gentlement to know, 
the record to show, that Alaskans are going a good job in financing 
their own affairs; that we are carrying a fair share of our load. 

Senator Scuoerrer. I appreciate that very much, but, on the othe 
hand, in all fairness to the military, with the terrific amount of fund: 
they are putting in here, which is defense, which rightfully should b 
here, because this is one of the outposts that we must guard. It h 
contributed very, very greatly to the economy here on roads and trai 
portation, and so it is kind of a two-way street. 

Mr. Anprerson. Well, this is no criticism, sir, of these military pe 
sonnel, but we want to show that the impact on taxes on Alaska 
is such that we are carrying as big a taxload as any of the 48 States 

Senator Magnuson. Oh, yes; there is no argument about that; \ 
will agree on that. 

Well, thank you very much, and I am awfully sorry again that 
could not hear more of your testimony. 

(Prepared statement of Al Anderson :) 


The total estimated labor force in Alaska in 1954 amounted to about 56,51 
people, and of these—15,000 were civil service employees. In employment 
covered by employment security laws in 1954, 28.2 percent worked in the con- 
struction industry ; 5.3 percent in the mining industry ; 17 percent in manufactur 
ing; 14.3 percent in transportation, communication, and utilities; 33.3 percent 
in retall, wholesale, and service industries; and all others, 1.9 percent. 

The unfortunate and inescapable facts are that the mining industry, fhe 
construction industry, and the fishing industry are unable to provide work for 
their employees on a full-time basis. The mining and construction industries 
operate from 5 to 8 months out of the year, and most of the fishing industry 
operates only during spring and summer months and is highly seasonal withii 
the various fishing districts of Alaska. 

Total income taxes collected in Alaska by the Federal Government amounted 
to abont $47 million, and an estimated additional $25 million was collected in 
income and other Federal taxes outside of the Territory. Alaskans paid approx! 
mately $15 million toward the support of their own Territorial government 
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s means that Alaskans paid a total of about $87 million toward the s upport of 
Federal Government and the Territorial government. 
Qn a per capita basis, Alaskans paid $75.59 each toward the support of Ter 
rial government. On this per capita basis, there were only 17 States which 
a higher tax than Alaska. However, ordinary per capita tax figures do 
correctly reflect the impact of taxes on Alaskans because of the fact tl 
it 2614 percent of Alaska’s population is military. Military personnel are 
pt from the payment of Alaska’s income tax, which is the Territory’s prin 
source of revenue. Other Territorial taxes which military pers mnel pry 
incidental because in most cases a substantial amount of their purchases 
made from military exchanges and Ccommissaries. 


hese tax figures are cited so that you will appreciate that Alaskans are 
ig their responsibilities as taxpayers. 


PRANSPORTATION 


17 


Historically, one of the ever-present problems of the Territory has be« 
on of transportation. The fact that Alaska is not contiguous to the I 
has played an important role in the development of this Territ 
undoubtedly prevented Alaska from being accepted in the family of 
tes. The distances which separate Alaska from the rest of the United 
e made the Territory largely dependent upon maritime transportation, until 
years when the airplane became a factor in Alaska transportation, and 
n roads were finally built through Canada, making overland access betwee! 
ca and the United States possible. 
») operating to the disadvantage of the Territory has been the 
g most of the years of its history, the exports of the Territory bore a 
value and hence required little space in southbound ships or planes or trucks 
picture, however, is rapidly changing with the advent of Alaska’s first pu 
and the certainty that others will follow the multimillion-dollar Ket | 
pment. 
economy of Alaska which was traditionally based upon gold mining 
y, has undergone startling changes in the past 15 years. A large part 
nge has been brought about by the military because of the crucial r 
iska might be called upon to play in the defense of North America. Be 
se of this intense defense activity, literally millions of tons of freight have 
d into westward Alaska and the Department of Defense has spent more 
na billion dollars in Alaska during the postwar period. At the same time, 
these defense expenditures were taking place, the traditional industry of 
Alaska has suffered a 66-percent setback. 
ska used to produce about $25 million worth of gold annually. Its prod 
is now approximately $8 million. Most of the men employed in this occu} 
and thousands of others have been absorbed into defense constructior 
mammoth defense projects will apparently continue at a high level for 
next 10 years at least. In order to supply the needs of this gigantic unde 
g. it has been necessary for Alaskans and those interested in the trans 
ition business to revise their concept of maritime shipping. With delays 
high costs inherent in the historical nature of loading and unloading vessels 
sportation companies are devising hew ways so that the huge tonnages 1 
red for westward Alaska may be speedily handled 


SEA TRAINS 


he best answer to date has been a ship designed to permit roll-on, roll-off 
posal of cargo. These ships have been designated as sea trains or train ships, 
and we have been assured that such facilities will be made available to westward 
\laska within the next 2 years. While these sea trains or train ships will answer 
the requirements of the Railbelt area of Alaska, they provide no solution for 
h ports as Cordova, Seward, Kodiak, or Valdez. Some other way must be 
devised so that Alaska’s smaller westward ports may receive frequent and 
adequate service. 
vane serving the defense requirements of the Territory, this new method 
f transportation will also make it possible to develop some of the potential 
ources of westward Alaska. These westward resources, which we hope to 
elop, include tremendous reserves of subbituminous coal in the Railbelt coal- 
fields, natural gas and petroleum from the Arctic, petroleum from the coastal 
rions of westward Alaska, minerals located in the Copper River area, agri 
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culture in the Matanuska and Tanana Valleys and the Kenai Peninsula, birch 
from the Railbelt area, mercury from the Kuskokwim Valley, chrome from the 
Kenai Peninsula, and gold from all of the interior of Alaska. These natura] 
resources, coupled with hydroelectric sites on the Copper River, the Yukon 
River, the Susitna River, and smaller sites on the Kenai Peninsula are the raw 
ingredients which cheap transportation will depend on and whose development 
will be accelerated by lower cost transportation. 


IRANSPORTATION IN SOUTHEASTERN ALASKA 


The immediate and pressing water transportation problems of southeastern 
Alaska, British Columbia, and parts of the Yukon Territory are entirely different 
from those of westward Alaska. In the first place, southeastern Alaska ports 
are already developing southbound freight from their timber resources, as well 
as their fisheries. The establishment of major forest enterprises in Wrangell 
Juneau, and Sitka will materially change the present picture. What southeaster 
Alaska desperately needs is an integrated transportation system that will not 
only supply its own needs but will also serve the needs of the western portio: 
of the Yukon Territory and British Columbia. 

This integrated transportation system must supply regular and frequent 
service to southeastern Alaska at costs which will permit Alaska’s resources 
to compete with similar products now manufactured in the Pacific Northwest 
We are convinced that the only way in which these cost requirements Can be 
met is through the establishment of an integrated car-ferry system which wil 
permit either the use of trucks and trailers or railroad cars. Such a systen 
is already being effectively used by Ketchikan Pulp Co. in moving its finish 
products by car ferry to Prince Rupert, British Columbia, and for the shipping of 
its chemicals from Tacoma, Wash., in rail cars to Ward Cove, Alaska. 

An integrated system should certainly serve the ports of Ketchikan, Wrangell, 
Petersburg, Juneau, Haines, and Skagway, and possibly Sitka. 

Perhaps it is unfortunate that Alaskans and Canadians, in their thinking 
have considered the western Yukon Territory, northern British Columbia, and 
southeastern Alaskan separately. The whole area, in fact, may be considered as 
aun economic unit. Raw materials and resources in the area are similar, the 
terrain of the coast of northern British Columbia makes direct land access t 
their major port of Vancouver difficult, and water access to this port is impos- 
sible from northern British Columbia or the Yukon Territory without going 
through Alaska. It may be logical to consider the whole area as a unit for trans 
portation services so that vessels might serve the ports of British Columbia as 
well as southeastern Alaska. We appreciate that this concept radically changes 
traditional thinking. 

Northern British Columbia at Prince Rupert and Kitimat are served by a trans 
continental railway, and these ports could eliminate 600 miles of ocean haul for 
Alaska. It is unfortunate, indeed, that Congress has seen fit to establish arti- 
ficial barriers which prevent the full utilization of these ports. We assume that 
Congress established this artificial trade barrier in order to protect the coasta 
maritime industry of the United States. We are convinced that an enlightened 
examination on the part of Congress will reveal that a high price is being ex- 
tracted from the Territory to afford this protection. 

While we do not recommend a complete revision of the general navigation and 
maritime laws of the United States, we do feel that it would be to the best interests 
of the northland if an exception were made so that Alaskans could fully utiliz 
the ports of Prince Rupert and Kitimat. 


FEDERAL AID FOR MARITIME INDUSTRY 


In considering the maritime transportation needs of the Territory again as 
a whole, it should be brought out that waterborne commerce to Alaska in 1953 
amounted to approximately 114 million tons, according to information compiled 
by the Corps of Engineers. 

While Congress has done little or nothing to assist Alaska’s maritime industry 
in recent years, comparatively speaking, it has been a lucrative source of funds 
for its competition. Over $160 million has been spent on the roads of Alaska, 
more than $8114 million in capital expenditures on airports, plus airmail subsi- 
dies which amounted to almost $8 million in 1954 have been appropriated by 
Congress to assist forms of transportation which compete with the maritime in- 
dustry. While we have no quarrel whatsoever with these expenditures to assist 
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ther forms of transportation, they are quoted to bring home as forcefully as 
possible the fact that Congress has done relatively little to assist Alaska’s 
iterborne transportation. 
Subsidies to other forms of transportation have been largely responsible for the 
termination of American passenger service to the Territory, and have materially 
juced the amount of Canadian service to southeastern Alaska ports We do 
believe that any transportation system can exist if it has to meet this kind 
of competition, unless some kind of provisions are made to assist it as well. 
Congress has already taken one step in the right direction by appropriating 
oney for the improvement of the Alaska Railroad docks at Seward. We feel 
that Congress should appropriate moneys and authorize the Corps of Engineers 
to make studies of the docking facilities at other major ports in Alaska. After 
these studies have been completed, Congress should appropriate funds to make 
the necessary modernization which would result in a speedup of cargo handling. 
We know that members of this committee will appreciate that adequate dock- 
ing and port facilities are as important to the shipping industry as adequate 
rports are to the aviation industry. 


HARBOR IMPROVEMENTS 


Congress has also authorized the Corps of Engineers to modernize and improve 
some 20 harbors in Alaska. Thirteen of these are major projects. In recent 
years, Congress has appropriated only $850,000 for these necessary harbor im- 
provements. The cost of the entire program would be about $12 million. Com 
pletion of this program would go a long way in solving the problems of many 
fishing communities in Alaska where small boats are presently unable to secure 

lequate protection and anchorage from the hazards of the sea 

These projects are essential to the daily livelihood of many small fishing ves 
sels that contribute to the basic economy of the Territory. 


ROADS 


For a land one-fifth the size of the United States, Alaska has few paved roads 
indeed. Out of a total of approximately 4,000 miles of roads, less than 1,000 
have been blacktopped. Most of the road construction in the Territory has taken 
place during and since the war years, when funds for the Alaska Road Com- 

sion, the Territory’s principal roadbuilding agency, amounted to as much 

$30 million in 1 year. These funds have been cut by Congress so that foi 
fiscal 1956 funds available to the Alaska Road Commission were approximately 
$10 million. Of this $10 million, $3% million will be used for maintenance 

In testimony before the House Subcommittee on Interior and Insular Affairs, 

was pointed out that the Federal Government has built about 80 miles of 
‘oads per year since Alaska achieved territorial status. This is a land which 
399 percent owned by the Government of the United States. 

With the pressure of the Korean conflict removed, there has apparently been 

tendency on the part of Members of Congress to diminish appropriations for 
Alaska’s roadbuilding program. Despite the Territory’s desperate need for an 
adequate road system, which would open up new lands to farming, mining, 
and provide connecting links between Alaska’s towns and rivers, Congress has 
t met its obligations to the Territory. 


FEDERAL 





HIGIWAY 





ACT 


Insofar as roads are concerned, Congress meets its obligations to the 48 States 
and the Territory of Hawaii for roads under a formula set up under the Federal 
Highway Act. This act was amended in 1954 so that the 48 States and Hawaii 
ow receive almost twice as much money for roads as heretofore. When the 
Federal Highway Act was amended, the Federal Government apparently neg 
lected Alaska and made no provisions for additional funds for the roads needed 
so badly in the Territory. 

\laska is so large—its population so small—and so much of its lands are in 
Federal ownership, that even the most favorable formula for matching funds 
Ss beyond the capacity of the Territory to finance. Our own 5-cent gas tax 
would barely maintain our present road system and would leave no funds to 

itch Federal appropriations for new construction. Therefore, a special! 
formula must be devised for Alaska which would taken into account the size 
' the Territory, the scarcity of its population, and the amount of land in 
Federal ownership. Such a formula would have to provide Federal assistance 
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for maintenance as well as new construction. This is forcibly brought out by 
the fact that Alaska’s motor fuel tax of 5 cents per gallon will bring in a 
estimated annual revenue of $214 million. The maintenance bill for Alaska’s 
roads under the Alaska Road Commission this year will be $314 million. 
When Congress is appropriating money for Alaska’s road system, it should 
hear in mind that under the applicable formula used by the various States 
Alaska’s share of Federal highway money would be about $29 million. 


ACCESS TO STATES VIA CANADA 


Senator Magnuson has introduced a bill which sets up a special commission 
to ake a study of the feasibility of establishing rail and highway links between 
the coastal regions of British Columbia, the Yukon Territory, and Alaska. We 
believe that such a study would work to the benefit of both our Canadian 
friends and the Territory. 

Considerable speculation and concerted drives have been made for the estab 
lishment of highways which would permit Canadian access to the sea on our 
\laska coast and equal emphasis has been placed by Alaskans on the desirability 
of some road outlet in southeastern Alaska to the existing highways on the 
Canadian side 

Much attention has been foeused on the desirability of a road from Juneau 
ip the Taku River which would connect with existing Canadian highways, 
but the unfortunate fact is that most of this attention has come from the 
American side. Our Canadian friends have not been very definite in their 
assurances to us that they would be willing to construct roads which would 
onnect with the roads which Alaskans hope will eventually be constructed 
We have a fine example of the situation in the case of the Haines Cutoff. This 
road was built by American funds and provides access to Canada from Haines 
to Whitehorse, but unfortunately the Canadians have been unwilling to maintain 
this road in the wintertime and have apparently been reluctant to permit the 
Americans to maintain that section of the road which lies in Canada. 

Therefore, one of the existing roads to the sea which should be available 
to both the Canadians and Americans has been shut off because of the failure 
of the Canadians to keep it open in the winter. Perhaps a commission such 
as proposed in Senator Magnuson’s bill would provide a forum through which 
this problem could be solved. 


TRANSCONTINENTAL FREIGHT RATES 


Alaska is grossly discriminated against in the application of transcontinental 
freight rates. Commodities originating east of the Continental Divide, destined 
to go beyond Pacific coast ports or in a reverse direction on transcontinental 
railroads, bear a special through rate on the rail portion. This special rate 
concession which has been granted foreign shippers, both to and from the 
United States, is denied the Territory of Alaska. 

Alaska shippers receiving goods originating east of the Continental Divide, 
destined to go beyond Pacific coast ports or in a reverse direction on transconti 
nental railroads, bear a special through rate on the rail portion. This special 
rate concession which has been granted foreign shippers, both to and from the 
United States, is denied the Territory of Alaska. 

Alaska shippers receiving goods originating east of the Continental Divide pay 
separate tariffs to the railroads and the steamship companies and are not granted 
the benefit of through rates. This matter comes before the Interstate Commerce 
Commission on November 7, and it is our hope that members of this committee 
will assist us in any way possible with the ICC so that Alaska may enjoy the 
benefits of import and export tariffs. 


Senator Macnuson. Now, a gentleman is here from Juneau, Mr. 
McLean, and he wants to speak first for the Chamber of Commerce. 


STATEMENT OF JOSEPH McLEAN, JUNEAU CHAMBER OF COMMERCE 


Mr. McLean. Senator Magnuson, Senator Schoeppel: 

My name is Joseph McLean. I am from the Juneau Chamber of 
Commerce. 

I realize the Senators’ time is limited. I will cut my story brief, 
Senator. 
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| am speaking now on behalf of the road committee of the Juneau 
Chamber of Commerce. I first want to commend Senator Magnu- 
son and the others who introduced Senate bill S. 985. I am sure you 
— the import of it tothe Territory. There is an aspect of it, how- 

I would like to take up shortly. And that is, if the Senators 
oul look briefly at this map and see a sharply defined boundary 

f British Columbia extending down that line. 

The map shows that a number of roads are being built in British 

olumbia, but all of them deliberately, I think, avoid routes to the 

aca Alaska towns simply because it is against their better 
isiness judgment to build these access roads. 

For example, as the Governor mentioned earlier, the newspaper 
plant in Juneau would furnish the American people with consider- 
ible newsprint which is now being furnished largely by the Cana- 
dians. The same applies to the mineral industry, copper, ble the 
est of them. They have a good market there. There is no point in 

couraging development in southeastern Alaska by them; it is a 
elfish viewpoint that they take. 

Your bill setting up this joint committee to work with the Cana 

ans will further push them in seeing the need for allotting funds, 
vhether they be with American money or principally from Canadian 
ources, 

I think that largely will tend to build roads into southeastern 
\laska, or at least to the boundary. 

Senator Magnuson. Another thing, too; there has been a reluctance 

i the part of the Canadians other than business reasons, and, no one 
ver accused a Canadian of not being a good businessman, as you 
ell know around here. They are waiting for this big development. 
too, that has been hovering in the background, and I think if we can gel 
hat moving we might literally break the ice and get something going 

Mr. McLean. I have one other thought. Since your time is so ver ‘y 
limited I will pass on this one other thought, that is, with respect. to 
the Haines Highway, which Carl Heinmiller took up with you 
vesterday. 

About { or 5—we ll. Ss vears ago, I Sit here be fore Senators Hunt, 
Saltonstall, and Wayne Morse, urging that the Senate Armed Forces 
ommittee, which they represented, make efforts to keep that high- 

iy open. Over yonder sat General Twining, and the counterpart 
for the Canadian Army. They all agreed it should be kept open. 
They had in mind this pipeline, but the Canadians still would not 
keep that open. They are jealous of their jurisdiction to the boundary, 
| think, and they are not going to accept any American, let us say, 
iovements in there to try and keep their highway open. Largely it 

a military responsibility on their part. It is a military road and, I 
‘ink, Senator, that this bill of yours, if it is amended, in one minor 
espect will permit that, to talk to them at least and urge upon the 
Canadians, the military who maintain their road. the need to keep 
hat open. At present the bill has no reference to Yukon Territory in 
t. It makes reference only to the Canadian Province of British 
Columbia. Most of the Haines Highway is in Yukon Territory, and 
| would recommend that that one amendment be considered in an ex- 
nsion, in a section extending the language to include cooperation 
ind negotiation with them. 
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Senator Magnuson. May I suggest this to you people up here, ar 
to you specifically, that we probably will have hearings on this b 
in the House; it has passed the Senate. Submit your amendment: 
through your Delegate. Be sure, because, as I have said before, I hav; 
no pride of authorship in this thing. I think there are some thing 
that can be added to the bill to make it an even better bill. I did not 
want to make too many changes because I found the Senate in a ver) 
receptive mood to getting going, so I said, “Let us get going with it.” 

Mr. McLean. We had that in mind, Senator. And when it comes 
back for your concurrence, for the Senator, we will go along. 

Senator Magnuson. A conference will take care of it. I hope yo 
suggest any and all amendments that might improve the bill for th 
benefits of the Territor y. 

Mr. McLean. In closing, I only wish that a bill such as you pro 
posed and the construction along the A route will add materially to 
the industrial development of the Territory, which I think is th 
answer to our problems, more so than any other. 

Senator Maenuson. It would help British Columbia, too. 

Mr. McLean. Thank you for the time. 

Senator Maenuson. Thank you. 

Mr. Eastbaugh, did you have anything further to add at this time?’ 


STATEMENT OF FRED EASTBAUGH, PRESIDENT OF ALASKA 
CHAMBER OF COMMERCE, JUNEAU 


Mr. Eastsaven. I would like to appear to get something in the 
record for the Alaska Chamber of Commerce, a very short statement 

Senator Magnuson. We will put that in the record. 

(The matter referred to is as follows:) 


RESOLUTIONS ADOPTED AT ALASKA CHAMBER OF COMMERCE CONVENTION, JUNEAU, 
ALASKA, APRIL 14-16, 1955 


RESOLUTION NO. I 


Whereas one of the major needs of the Territory is improved and less expen 
sive means of transportation to and from the Territory of Alaska, and 

Whereas the Honorable Warren G. Magnuson, Senator from the State of 
Washington, and chairman of the Senate Interstate and Foreign Commerce 
Committee, has been authorized to hold a hearing on all forms of transportation 
within and to the Territory of Alaska in order to learn about present trans- 
portation and proposed srevices : Now, therefore, be it 

Resolved, That the Alaska Chamber of Commerce lend its support toward 
having this hearing held in Alaska to cover all transportation to and from 
the Territory of Alaska. 

RESOLUTION NO. II 


Whereas surface transportation is one of the greatest needs for the develop 
ment of the Territory of Alaska, and 

Whereas it has been a proven fact that the Route A for the Alaska Highway, 
as surveyed from Seattle to Alaska by the late Donald McDonald, would be the 
shortest and most easily protected route, and 

Whereas there has been introduced in the Congress Senate bill 451 providing 
for consultation with the government of the Dominion of Canada toward the 
negotiation of an agreement for the construction of this highway through the 
joint efforts of the two governments: Now, therefore, be it 

Resolved, That the Alaska Chamber of Commerce respectfully urge Congress 
to enact Senate bill 451; be it further 

Resolved, That the Secretary of the Alaska Chamber of Commerce send copies 
of this resolution to the Department of State, to the chairman of the Senate 
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\ppropriations Committee, to the chairman of the House Appropriations Com- 
ittee, to the chairman of the Senate Committee on Foreign Affairs, and to the 
onorable E. L. Bartlett, Delegate from Alaska. 


RESOLUTION NO, III 


Whereas the Territory of Alaska is in dire need of additional roads for the 
evelopment of its resources, and 
Whereas the Territory is in one of the most strategic positions in the world 
day from a military standpoint and would require additional roads for all 
pes of transportation in the event of enemy attack: Now, therefore, be it 
Resolved, That the Alaska Chamber of Commerce obtain support from the 
Federal Government in having Alaska included in the President’s proposed $101 
llion dollar highway program now being considered, and further, that Alaska 
included in the Federal Aid to Highway Act, under terms as proposed and 
proved by the Department of Commerce and Department of the Interior in 
47: and be it fuwher 
Resolved, That the Secretary of the Alaska Chamber of Commerce send copies 
this resolution to the Honorable Dwight D. Eisenhower, the President of the 
nited States, to the Secretary of the Department of Commerce, to the Secretary 
f the Department of the Interior, to the chairman of the Senate Appropriations 
mmmittee, to the chairman of the House Appropriations Committee, and to the 
Honorable KE. L. Bartlett, Delegate from Alaska. 


RESOLUTION NO. IV 


Whereas the State Constitutional Convention has been set for this Novem- 
er 8, 1955, at the University of Alaska, College, Alaska, and 

Whereas this constitution when adopted will govern the new State of Alaska 
nd set the regulations under which that State will operate, including business: 
Now, therefore, be it 

Resolved, That the Alaska Chamber of Commerce urge each of its respective 

ting members to urge competent and capable delegates to run for office in this 
mvention and mold laws that will be beneficial and workable for business to 
grow and prosper within the new proposed State. 


RESOLUTION NO. V 


Whereas the development of the hydroelectric potential of the Territory of 
Alaska is a necessary part in the overall development of the Territory and a 
ital part of any large industrial development, and 

Whereas the preparation for construction of dams for the purpose of produc- 
ng hydroelectric power is extensive and dependent upon records for many years 
previous: Now, therefore, be it 

Resolved, That the Alaska Chamber of Commerce urge the United States 
Geological Survey and any and all other concerned agencies to appropriate moneys 
for the purpose of starting gaging studies in various areas of the Territory in 
irder that this data may be available when needed. 


RESOLUTION NO, VI 


Memorial To The President of the United States, 
White House, 
Washington, D. C. 


Whereas under the Housing Act of 1954 the Territory of Alaska is excluded 
from the secondary market operations of the Federal National Mortgage 
Association ; and 

Whereas this exclusion denies an assured secondary market to Alaskan lending 
nstitutions, and 

Whereas the funds of the Alaskan lending institutions that may properly be 
nvested in housing loans to individuals under the provisions of the Federal 
Housing Administration are now in large part exhausted, and 

Whereas this creates a situation whereby the residents of Alaska and new- 
‘comers to Alaska are denied modern housing at reasonable terms and those 
lesiring to own their own homes are handicapped in their efforts to borrow 
funds to build or buy said homes, and 
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Whereas this situation results in substandard housing being priced at 
premium, and 

Whereas this discourages newcomers to Alaska from becoming long-t: 
residents and indeed causes many newcomers to leave the Territory, and 

Whereas under the Housing Act of 1954 relief may be obtained under Spe: 
Assistance Functions whereby the Federal National Mortgage Associatio1 
authorized to make commitments to purchase and to purchase mortgages 
such periods of time and to such extent as the President of the United Stat 
has determined to be in the public interest : Now, therefore 

The Alaska Chamber of Commerce in convention assembled at Juneau, Alas 
this 16th day of April 1955, does hereby memorialize the President of the Uni 
States to invoke the Special Assistance Functions of the Housing act of 1 
and thus provide relief to the present situation by allowing financing of si 
and duplex dwelling units, and your memorialist will forever pray. 


ALASKA CHAMBER OF COMMER 
RESOLUTION NO. VII 


Whereas the Bureau of Reclamation operates in the Territory of Alaska w 
out basic authorization and that appropriations for this office are always sub 
to point of order which, if raised, would prevent the operation of that office 
Alaska, and 

Whereas the work conducted by the Bureau of Reclamation in connection w 
the investigation of the Territory’s hydroelectric resources is of 
importance to the Territory of Alaska: Now, therefore, be it 

Resolved, By the Alaska Chamber of Commerce that the Congress be respx 
fully urged to enact H. R. 5990 as amended by the Hlouse Committee on Inte: 
and Insular Affairs, which provides this basic authorization and stipulates t 
not more than $250,000 shall be expended for the operation of this office: be 
further 

Resolved, That the Alaska Chamber of Commerce urgently request that 
sum of $250,000 be appropriated for the Alaska offices of the Bureau of Reclar 
tion so that necessary field and engineering work can be carried on in Alaska 
a scale commensurate with the needs of the Territory; be it further 

Resolved, That the secretary of the Alaska Chamber of Commerce is her 
instructed to send copies of this resolution to the Hlonorable James Ek. Mur 
Chairman of the Senate Interior and Insular Affairs Committee, to the Honor: 
Clair Engle, chairman of the House Committee on Interior and Insular Affa 
to the Honorable Michael J. Kirwan, chairman of the House Subcommittee « 
Appropriations, and to the Honorable E. L. Bartlett, Delegate from Alaska 


paranne 


RESOLUTION NO. VIII 


Whereas the General Services Administration of the United States Gove 
ment on March 15, 1955, filed with the Interstate Commerce Commissio! 
request for a reduction of transcontinental rail rates on materials moving to 
from Alaska, and 

Whereas present rail shipments from Eastern points to West Coast ports 
at much higher rates for shipment to Alaska than for shipments to Haw 
Japan, or Korea, the difference being as great as 100 percent on some produ 
and 

Whereas these differences also apply on traffic moving from Alaska to poi 
within the continental United States, and 

Whereas this condition has been of long duration, is inequitable and 
criminatory, is contrary to the best economic interests of Alaska and the Nati: 
and is at variance with the provisions of the Interstate Commerce Act, 

Whereas the elimination of this discrimination against Alaska will be of t 
mendous benefit to the Territory, reducing the cost of materials, equipment 
supplies shipped to Alaska and broadening the markets for Alaskan produ 
Now, therefore, be it 

Resolved. That the Alaska Chamber of Commerce in conference assembled gi 
its full support to the General Services Administration in its request for equita! 
treatment for Alaska before the Interstate Commerce Commission, offer to ass 
in any way possible in presenting Alaska’s case, and urge and recommend ¢]! 
all Alaska shippers, all Government agencies and others concerned with the « 
velopment and growth of our Territory do all they can to assure that favoral 
action will be taken 


} 
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RESOLUTION NO, IX 


Whereas the cost of living in the Territory of Alaska is substantially abov« 
the level in the continental United States, as has been evidenced by numerous 
urveys by the United States Department of Labor, and 

Whereas because of this higher cost of living, Alaskans have a lower standard 
f living than those in the United States having the same income, and. in addi 
ion, most Alaskans are not able to save an adequate amount of money to e! 
ible them to make financial investments in the future development of the Terri 
ry of Alaska, and 

Whereas recently the Department of Internal Revenue has recognized the 
nequitable income tax burden falling on Alaskans due to the excessively hig] 
ost of living by ruling that Federal Employees in Alaska need not pay an) 
tax on their so-called cost of living allowance, which has had the result of ex 
‘luding the top 25 percent of income of all Federal employees in Alaska fron 
lederal income tax, and 

Whereas all Territorial employees and other persons gainfully employed 
the Territory of Alaska should be entitled to like treatment with reference to 
exclusion of the top 20 percent of income from Federal income tax, and 

Whereas Alaskans, by virtue of the necessity of earning substantially larger 
sums of money in order to secure the equivalent standard of living of residen 
of the continental United States, are paying a disproportionate share of their 
wtual earnings in Federal income tax; Now, therefore, be it 

Resolved, By the Alaska Chamber of Commerce in regular convention as 
embled that the strongest possible representation be made to the President of 
the United States, the Congress of the United States, the Department of Inte 

i] Revenue, the Department of the Interior, Delegate to Congress from Alask;: 
he Honorable EF. L. Bartlett, and other interested persons, requesting that 
ation be created as quickly as possible by Congress to exempt 20 percent of the 
net income of all gainfully employed persons in the Territory of Alaska fron 
the provisions of the Federal income tax. 


legis 


RESOLUTION NO, X 


Whereas the citizens of the Dominion of Canada residing in northern Brit 
Columbia and the Yukon Territory have sought and are seeking egress 
Pacific Ocean, and 

Whereas such egress is available to them via the Haines Highway which could 
be fully utilized as a transportation route to the Pacific; Now, therefore, be it 

Resolved, By the Alaska Chamber of Commerce that the Government of the 
Dominion of Canada be respectfully urged to provide for the correction of roa 
erades and the removal of snow from that portion of the Hlaines Highway} 
cated within the Dominion of Canada so that this vital trunkline highway 
be utilized by both the citizens of Canada and the United States o1 
round basis: be it further 

Resoived, That a copy of this resolution be sent to the Hlonorable C.D. 1 


1 


Canadian Minister of Trade and Industry, Ottawa, Canada 


} 


RESOLUTION NO, XI 


Whereas the House Committee on Interior and Insular Affairs bas 1 
mended that construction funds for the Alaska Road Commission appro 
the President and the Bureau of the Budget be reduced from $7,800,000 t 
$4,800,000, and 

Whereas construction of new roads and highways in the Territory is 
part of the development of Alaska, and 

Whereas reduction of this item in the President’s budget will | 
effect on the orderly development of Alaska; now, therefore, 

Resolved. By the Alaska Chamber of Commerce that the Congr 
fully requested to restore these funds ; be it further 

Resolved, That copies of this resolution be sent to the Honorable Carl Tlayden 
chairman of the Senate Committee on Appropriations, to the Honorable Janu 
E. Murray, chairman of the Senate Committee on Interior and Insular Affair 
to the Honorable Michael J. Kirwan, chairman of the House Subcommittee o1 
(Appropriations, to the Honorable E. L. Bartlett, Delegate from Alaska, and tf 
Mr. Ghiglione 
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RESOLUTION NO. XII 


Whereas the Territory of Alaska receives no revenues Whatsoever from tl} 
operation of coal leases in the Territory, and 

Whereas coal leases in Alaska are conducted under provisions of the Gener: 
Leasing Act of 1914, and 

Whereas Congress apparently and inadvertently failed to include the oper: 
tion of coal leases under the General Leasing Act of 1920 as amended so tha 
the Territory is deprived of revenues from one of its resources: Now, therefore, 
he it 
Resolved, That the Alaska Chamber of Commerce respectfully urge the en 
actment of H. R. 247 which provides that 90 percent of the revenues from royal 
ties and rentals on coal leases in Alaska shall be converted into the Territoria 
treasury With 3745 percent of such royalties to be devoted to the establishment 
and maintenance of roads and educational institutions and 52% percent for gen 
eral purposes: be it further 

Resolvcd, That the secretary of the Alaska Chamber of Commerce send copies 
of this resolution to the Honorable L. W. O’Brien, Chairman of the Territory 
Subcommittee of the House Committee on Interior and Insular Affairs, to the 
Honorable Clair Engle, Chairman of the House Committee on Interior and I 
sular Affairs, to the Honorable James E. Murray, Chairman of the Senate In 
terior and Insular Affairs Committee, and to the Honorable E. L. Bartlett, Dele 
gate from Alaska. 

RESOLUTION NO, XIII 


Whereas the President and the Bureau of Budget have recommended an iter 
if $5 million to continue the programs conducted under the Alaska Public Work 
At t, and 

Whereas desperately needed community facilities are being and will be con 
structed with moneys provided for in the President’s budget and 

Whereas these facilities include the following projects approved by the 
Department of the Interior: 


Water 

100-mian dormitory 
School 

30- to 40-he 1 hospital 


26 classroom additions 


Sewers s 

Sewe and streets 
High-sehool addition 
Streets 


Incinerator 


4, 475, 00 


525, 00 


5, 000, 001 


Now, therefore, be it resolved, That the Congress of the United States be re- 
spectfully urged to take favorable action on this item ; and be it further 

Resolved, That copies of this resolution be sent to the Honorable Carl Hayden, 
Chairman of the Senate Appropriations Committee; Hon. Michael J. Kirwan, 
Chairman of the House Appropriations Committee; and Hon. E,. L. Bartlett, Dele- 
gate from Alaska. 


RESOLUTION NO. XIV 


It appearing to the members of the Alaska Chamber of Commerce that Sen 
ae bill 450, 84th Congress, Ist session would, if enacted, create a national part 
of the whole of Admiralty Island near Juneau, Alaska. 

That Admiralty Island is 100 miles in length, 25 miles in width and contains 
over 1 million acres in area, comprising one of the principal parts of the Tongass 
National Forest, which now contains approximately 10 billion board feet of 
timber, and where some logging has been carried on for many years, 
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That Admiralty Island is not of national park caliber and contains no attrac- 
ms Which are not common to vast areas in Alaska and some 60 miles to the 
rthwest, Glacier Bay National Monument already exists wherein is included 
er 2 million acres which is adequate as an example of the geology, topography, 
egetation, and wildlife of southeastern Alaska. 

That over 80 percent of the commercial timber in the proposed Juneau pulp sale 
init is on Admiralty Island, which means that a major pulp plant and related 

rest industries cannot operate in the northern end of southeastern Alaska with- 

it including Admiralty Island as a source of logs, 

Chat Alaska suffers from fluctuating seasonal industries and desperately needs 

large wood-using industry in the northern end of southeastern Alaska which 
ould provide year-round stable employment for our people, 

That although naturalists want this area as a reserve for brown bears, less 
han 2 percent of the natural range of the coastal brown bear is on Admiralty 
sland. The annual kill of brown bear on Admiralty Island is lower than the 
innual increment, the bag limit of two bear for each licensed hunter can and 
vill be lowered if such need should exist, and over 50,000 acres of this island 
re closed to brown bear hunting now under Game Commission regulations. 
Glacier Bay National Monument—3,593 square miles—and Katmai National 
Monument—4,215 square miles—which are game sanctuaries where no hunting is 
permitted, contain large numbers of brown bear, and since the natives no longer 
unt them for commercial hides, they are increasing in numbers in most areas 
sutside these sanctuaries, 

That something less than 1 percent of Admiralty Island would be logged an- 
tually on the pending pulp sale and this logging would be confined to 1 or 2 
well defined drainages during any one year thereby causing relatively minor 
listurbance to any game, 

That the timber harvesting method will consist of clear cutting by small stag- 
gered areas—usually 50 to 100 acres or less—which will result in a prolifie 
growth of berries and other food plants thereby improving the range and forage 
onditions for bear and deer, 

That the rapidity of growth of new trees in southeastern Alaska soon returns 
he land to its primeval appearance, 

That Admiralty Island is the only big area with large numbers of Sitka deer 
iccessible to most hunters in the Juneau area and Angoon Indians and approxi- 
iately 1,000 deer were harvested in 1954 providing food valued at $48,000, which 
ould not be taken in a park area, 

That all resources on Admiralty Island, including game, fish, timber and soil, 
vill be adequately considered and safeguarded under the multiple use plan of 
anagement practiced by the United States Forest Service, which permits use 
without impairment of the basic resources: Now, therefore, be it 

Resolved by the Alaska Chamber of Commerce that the best interests of all 
citizens in Alaska and continental United States will be best served by con- 
tinuing Admiralty Island in its present status, and that it oppose the creation 
f Admiralty Island National Park as proposed by 8S. 450, 54th Congress. 


RESOLUTION XV 


Whereas existing law prevents the Department of Interior and the Alaska 
Railroad from leasing property under their jurisdiction for periods longer than 
20 years, and 

Whereas since the national banking holiday, national banking laws prevent 
the loaning of money on leaseholds and improvements which have a duration of 
ess than 50 years, thereby seriously curtailing the financing of many worth- 
vhile and greatly needed projects for development, expansion, and improvement 
n Alaska, and 

Whereas H. R. 3338, as amended, now before Congress is an enabling act 
which would allow the Department of the Interior and the Alaska Railroad to 
negotiate leases for their reserve properties with individuals for a maximum 
period of 55 years, and 

Whereas the House of Representatives has acted favorably thereupon: Now, 
herefore, be it 

Resolved, That the Alaska Chamber of Commerce respectfully urge the enact- 
nent of H. R. 3338, as amended ; be it further 

Resolved, That the Secretary of Alaska Chamber of Commerce send copies of 
this resolution to the Honorable James A. Murray, Chairman of the Senate In 
terior and Insular Affairs Committee, to the Honorable Henry M. Jackson, 


17 
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Senator from Washington, to the Honorable Richard L. Neuberger, Senator fri 
Oregon, and to the Honorable E. L. Bartlett, Delegate from Alaska. 


RESOLUTION NO. XVI 


Whereas McKinley National Park is a recognized tourist attraction whi 
each season draws and delights thousands of visitors to Alaska from througho) 
the world, and 

Whereas an anticipated record number of tourists will be vacationing 
Alaska in the fast approaching summer season of 1955, and 

Whereas these people desire, intend, and plan to visit the park as one of the 
major attractions in Alaska, and 

Whereas no known arrangements have been made to operate the park facilitic 
during the 1955 tourist season: Now, therefore, be it 

Resolved, That the Alaska Chamber of Commerce urge the Department of 
the Interior to take immediate steps to insure that the park facilities are operat 
ing and available to the general public for the 1955 summer season. 


RESOLUTION NO. XVII 


Whereas the maritime industry produces 75 percent of the income from basi 
industries in Alaska, and 

Whereas nearly 10,000 vessels operate in the waters of Alaska which has a 
general coastline that is 87 percent longer than the coastline of the continental 
United States, and 

Whereas the general economic welfare of Alaska would be greatly enhanced 
by the construction of boat harbors, channel improvements, and flood-contro! 
projects because storm losses resulting from inadequate harbor protection and 
flood control would be reduced, insurance costs would decline, and new business 
enterprises could be established, and 

Whereas the Congress of the United States has authorized 22 harbor and 
flood-control projects throughout Alaska totaling $12 million, but has appropri 
ated money therefor, and 

Whereas the Congress of the United States has appropriated nearly $1.5 billio1 
for rivers, harbors, and flood-control work during the past 10 years and only 
three-tenths of 1 percent of this money has been allocated to projects in Alaska: 
Now, therefore, be it 

Resolved, That the Alaska Chamber of Commerce respectfully urge the Con 
gress to appropriate money for rivers, harbors, and flood-control projects in 
Alaska which are critically needed for the economic well-being of Alaska: be it 
further 

Resolved, That the secretary of the Alaska Chamber of Commerce send copies 
of this resolution to the chairman of the Senate Appropriations Committee: t 
the Honorable Warren G. Magnuson, Senator from Washington: to the Honor- 
able Francis Case, Senator from South Dakota; to the Honorable Henry M 
Jackson, Senator from Washington; to the chairman of the House Appropria- 
tions Committee; and to the Honorable E. L. Bartlett, Delegate from Alaska. 


RESOLUTION NO. XVIII 


Memorial to the Honorable Douglas McKay, Secretary of the Interior: the 
Honorable James Murray, chairman of Interior and Insular Affairs Committee 
of the United States Senate; the Honorable Claire Engle, chairman of the 
Interior and Insular Affairs Committee of the House of Representatives; the 
Honorable Felix Wormser, Assistant Secretary of the Interior for Minerals 
the Honorable E. L. Bartlett, Delegate to Congress from Alaska; and to the 
United States Congress 


Whereas there is located on the highly mineralized Seward Peninsula of 
northwestern Alaska over 1,000 square miles that are considered by the United 
States Geological Survey and the United States Bureau of Mines, commercial! 
tin possibilities, and 

Whereas World War II spotlighted the appalling lack of tin in the United 
States, either stockpiled, or in the ground as known reserves, and 

Whereas two-thirds of the world supply of tin is produced in those countries 
now under the influence of, and dominated by, communism, and 

Whereas Asia, and particularly Malaya, Indonesia, and Thailand, the chief 
source of supply would immediately be cut off in case of war, and 
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Whereas Bolivia, the remaining chief source of supply, has through expro 
riation and nationalization of tin rendered the industry extremely unstable 
nd precarious, and 

Whereas a dependable supply of tin is an absolute essential to our ever-expand 
g economy and to our national security, both in time of war and peace; 

Now, therefore, your memorialist, the Alaska Chamber of Commerce in con- 
ention assembled at Juneau, Alaska, this 16th day of April 1955, urges that 
the Congress of the United States enact legislation to bring domestic tin into 
he same category as tungsten and other strategic metals, extending over a period 
f years sufficient to allow ample time for privately financed exploration, and 
ereafter development and production from the existing domestie deposits 
id those which may be discovered. 

And your memorialist will ever pray. 


RESOLUTION NO, XIX 


Resolved, That the Alaska Chamber of Commerce unanimously express to the 
Juneau Chamber of Commerce as a whole, the women members of the Juneau 
Chamber, Robert Boochever, president, Franz Nagel, chairman of general ar- 
angements, and his very eflicient committee, the people of the city of Juneau, 
Governor B. Frank Heintzleman and the Alaska Plywood Corp., for their wor 
erful hospitality; guest speakers, Yukichi, Adm. Kenneth Craig, Ivan Bloch, 
en. John R. Noyes, Dr. William K. Keller, Robert Woodeock, and Clifton W 
Housley; the panel chairmen, Ken Sheppard, Don Dafoe, and Tom Morgan, as 
well as the participants on the various panels for their outstanding contribu- 
ion to the success and value of the program; the Baranof Hotel, the Elks Club, 

1 Mike’s Place for their hospitality and cooperation; the Pacific Northern 
\irlines and Pan American World Airways for their assistance and cooperation ; 

e newspapers and radio stations for their excellent coverage of the conven- 

in, outgoing officers, Tormod Bie, Robert Groseclose, Dewey Goodrich, George 
Sharrock, as well as convention secretary Mildred Mantle and convention assist 
nt Cathryn Mack for their work during the past year and at this convention; 

| of which contributed toward making this convention an outstanding success 
at the Alaska Chamber of Commerce is greatly indebted to all of these people; 
ind that this resolution be spread upon the minutes. 

Mr. Easrsaucn. There is one thing that does not appear in these 
resolutions, and, as president of the Alaska Chamber, I am not a 
policy making officer; I follow the resolutions which are adopted by 
the directors appointed by each of the member chambers. 

[ think it would be pertinent if I merely drew to the Commission’s 
ittention recommendations numbers 10 and 11 of the Hoover Reor- 
ganization Report on Transportation, the report to Congress dated 
March 1955. 

Senator Maanuson. We got into that pretty thoroughly in the 
Anchorage hearing. 

Mr. Easrrnaucu. Very well. 

Senator Maenuson. The Hoover Report and also the Task Force 
recommendations on the railroad situation. 

Mr. Easrvaucn. And has the need of Alaska to come under some 
modification of the Federal Aid Highway Act been covered ? 

Senator Macnuson. Yes. 

Mr. Eastrnavucu. And the great need to find out more about the 
Yukon River through stream gaging studies and otherwise so that 
t can be in a ee ee to carry out these mutual bargaining 
agreements with the Canadian Government at a high level? 

Senator Magnuson. Yes. 

Mr. Eastraucnu. Thank you. 

Senator Macnuson. Thank you very much. 

I am awfully sorry we had to cut this short. 

Now, we have one short witness on a legal matter, and he is going 
to present a brief to us, but he can tell us in about 2 minutes what 
t is all about. 





252 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


STATEMENT OF ROBERT BOOCHEVER, PRESIDENT, JUNEAU 
CHAMBER OF COMMERCE 


Mr. Boocurver. Well, Senator, my name is Robert Boochever. 
am president of the Juneau Chamber of Commerce. And I was going 
to make a presentation in regard to the question of ownership of the 
tidelands in the Territory of Alaska. 1 will attempt to do that in 
writing, since the committee’s time is already extended. 

Se et MacGnuson. Yes. It isa legal m: utter, anyway, that I think 
will be better presented in writing than testimony. 

Mr. Boocuever. That is right. 

The only thing I could say right now, as you well know, there is 
no way of getting title to tide ands in Alaska. Much of our industrial 
development is on tidelands, and it presents a very serious problem 
in regard to financing of development, and if there can be a way 
reached so that individuals can get title to the tidelands it will greatl} 
facilitate this development. 

Senator Magnuson. Yes. 

Mr. Boocnever. Very well. The only other thing I wanted to do 
is, on behalf of the Juneau Bar Association I wanted to invite the 
two distinguished members of the bar who are visiting in the city to 
our bar association lunch which is to take place almost immediately. 
If you do have time, we would like to have you. 

Senator Macnuson. I am afraid we are going to have no time, but 
I wish you would express our regrets. We will see if we cannot be 
invited the next time. 


Mr. Boocnever. I hope next time you have more time. 

Senator Magnuson. The committee will stand in recess until fur- 
ther call of the chairman. 

(Whereupon, at 12:30 p. m., the committee adjourned, to recon- 
vene at the call of the chairman. ) 

(The following was supplied for the record :) 


To the honorable membe rs of the United States Committee on Interstate and 
Foreign Commerce: 

The attention of your honorable committee is respectfully and briefly referred 
to on the highway and railway development of northwestern America. 
Highways.—In general we request consideration of road development through- 
out Alaska and adjacent Canada. In particular we ask your support of so- 
called A route in British Columbia from Hazelton, or vicinity, to Atlin; together 
with access roads from Ketchikan, Wangrell, Juneau, the capital of Alaska, 
and Skagway. It should be noted that Haines now has highway running in 
northwesterly direction to Alaska Highway which should be tied in with road 
between Juneau and Skagway. 

Skagway is but 60 miles from Carcross, Yukon Territory, which now enjoys 
two connections to Alaska Highway at Whitehorse and Jakes’ Crossing. There 
should be highway connection between Whitehorse and Skagway, at tidewater, 
which would mean 18 miles in Alaska; 45 miles in British Columbia and about 
15 miles in Yukon Territory. Present railway strike at Skagway emphasizes 
the need for such a road, as great hardships are being experienced both in 
Skagway and Yukon Territory. All roads are badly needed for the defense, the 
development of natural resources, and the pleasure of the motoring public. 
Great care should be given to proposed hydrodevelopment of the area which 
would not block out needed roads. 

Railways.—A railway is needed which would connect with the railways of 
Canada and the United States. Such a railway should connect with existing 
railways at Whitehorse and Fairbanks, which would provide excellent service 
to the areas said existing railways serve, as well as, access to tidewater at 
several strategic points. 
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International Commission.—It is noted with great 
tates Senate has passed legislation providing for 
mission to endeavor to resolve such problems as face us 
ernational level. It is hoped that this Commission will be given the nec 
thority to proceed on these important matters as soon as humanly poss 
\laska’s greatest problem is the high cost of living compared to tl 
tes. Wein Skagway believe it costs us 50 percent more to live here 
Seattle. Improved transportation would play an important part in solvil 
1 blem. 
Conclusion.—Northwestern America is a veritable first line of defense for both 
e United States and Canada. It’s great mineral resources being exposed and 
veloped requires immediate transportation planning, as does the magic magnet 
the area for visitors. Anything your committee can do to resolve our trans 
rtation problems, both local and international, in scope, will find us in Alaska 
rv grateful. It is felt that we echo the feelings of our neighbors, as well. 
It is regretted that trip cannot be made to personally appear before you, but, 
unfortunate strike prevents me from doing so. The Honorable Joseph A. 
McLean of the Juneau Chamber of Commerce has consented to read this paper 
to you in behalf of the people of Skagway. Believe me, we are deeply honored 
have you think sufficiently of us in Alaska to make this trip here. Thank 
you, 


Cyrin A. COYNE, 
Wayor of Skagway, Alaska 
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MONDAY, OCTOBER 17, 1955 


UNITED STATES SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Seattle, Wash. 

The committee met, pursuant to notice, at 2 p. m., in Room 414, 
Courtroom No. 3, United States Courthouse, Senator Warren G. 
Magnuson (Chairman) presiding. Present: Senators Magnuson, 
Schoeppel, Jackson. Also present: Delegate Bartlett and Representa- 
tives Pelly and Tollefson. 

The Cuatrman. The committee will come to order. The Chairman 
vishes to open with a brief statement. 

Officially this is a group of hearings which was ordered by the Senate 
Committee on Interstate and Foreign Commerce, which has direct 
jurisdiction over the matters that we intend to discuss here in Seattle. 
Chey include, of course, matters concerned with the merchant marine, 
which involves the entire Pacific Coast and the whole area. Also 
directly involved are matters of transportation to and from Alaska, 
which is almost a perennial problem in Alaska, and includes all forms 
of transportation. 

The committee also has jurisdiction over the air, air routes; the 

‘AB being an arm of Congress, reports directly to the Congress 
denaeds the two committees in the House and the Senate. We also 
have jurisdiction over the matter of our fisheries, both in offshore and 
in international matters. These also pertain to important problems 
concerning both the Pacific Northwest and Alaska. 

We have spent the last week, Senator Schoeppel and myself, up in 
\laska holding hearings, both in Anchorage and Juneau. Some dis- 
cussions were also held in Fairbanks, in which we got the viewpoint 
of many, many people in Alaska not only on the problems of Alaska 
as they pertain to fisheries but also to the problems of transportation 
as they pertain to movements of freight, freight rates, passenger 
travel, air travel, and such matters rel: ated to the Pacific Northwest ; 
Seattle being the gateway, the natural gateway, and the economic 

gateway to Alaska is involved particul: ate, There are many other 
nen involved peculiar to Alaska. I would say we were there 
ee a week. 

I was very fortunate to have with me one of the ranking members 
of the Committee on Interstate and Foreign Commerce, the distin- 
guished Senator from Kansas, Mr. Schoeppel. 

IL know, Senator Schoeppel, that I speak for all of us here when I 
say we welcome you back to Seattle. 
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The Senator has taken a very keen interest in our problems. I thin] 
we all the more appreciate it, realizing that many of these thing; 
don’t directly involve his own State of Kansas, but they do involv 
many problems, transportation problems including questions of rates 
matters of pipelines, and things which directly also affect his own 
mid-continent area. 

In Alaska we were very fortunate to have with us during all the 
hearings the distinguished Delegate from Alaska, Mr. Robert Bart 
lett. Tle was very helpful to the committee and to its staff by filling 
in for us a lot of matters that involved particularly Alaska and mat 
ters that affect fisheries and transportation in the Pacific Northwest. 
We have invited him to sit with us again as an ex officio member of the 
committee here today. 

We also welcome my colleague, Senator Jackson. He has taken a 
deep interest in these matters in the United States Senate. 

As many of you know, Alaska is ably represented by a delegate. He 
has no vote in the House of Representatives. He has considerable in 
fluence, I can assure you that. But when legislative matters or other 
matters pertaining to Alaska and the Pacific Northwest are tied to- 
gether and get over to the Senate, there is no representation. Most of 
those matters, of course, because of my position as chairman of the 
committee, come to me or to Mr. Schoeppel, and we feel like we are 
the two Senators from Alaska. And I am sure our other guest, Tom 
Pelly, feels he is a codelegate with Bartlett on Alaska matters, because 
they all tie in and directly have some effect on the economy and the 
life of the wee ific Northwest. 

Tom, we are glad to have you here. 

The Cuairman. We will now recess until this afternoon. 


AFTERNOON SESSION, WEDNESDAY, OCTOBER 19, 1955 


The Cuatrman. The committee will come to order The Chair 
would like to make just a brief statement. 

We have been hearing the Alaskan fisheries problems for a day 
and a half now; and we have just about concluded with those wit- 
nesses. I take it that these are of vital interest to all of you, too, be- 
cause fishing is one of the important bases of the Alaskan economy. 
We thought we would devote this afternoon and as much of tomorrow 
as We can—because the Senator from Kansas must leave Friday morn- 
ing—to the other related problems of Alaska and the Pacific North- 
west, namely, transportation, shipping, and the varied problems which 
seem to plague the Territory and their economic relation to the Pacific 
Northwest. So we will proceed without further ado. 

The first witness is Mr. Woodley, of the Pacific Northern Airlines. 

Wa will be glad to hear from you, Mr. Woodley. 


STATEMENT OF ARTHUR G. WOODLEY, PRESIDENT AND GENERAL 
MANAGER, PACIFIC NORTHWEST AIRLINES, INC. 


Mr. Wooptry. Mr. Chairman and members of the committee—— 
The Cuarrman. Art, before you start, I neglected to say that we 
will leave the record open for all of the statements in case anyone 
wants to highlight his statement and put his full statement in the 
record. We will keep it open for several d: Lys so if anybody wants to 


W 
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make any changes as to figures and dates and add any supplemental 
naterial, we will be glad to put it in. 

(ro ahead, Art. 

Mr. Woopiry. My name is Arthur G. Woodley. I am president 
nd general manager of Pacific Northern Airlines, Inc.. a scheduled 
r carrier authorized to transport persons, property, and mail be 
tween the United States and Alaska and between points within Alaska. 
Pacific Northern is now completing its 24th year of serving Alaska. 


Che company was organized by me in Anchorage, Alaska. in 1932. and 
| have since that time been its chief executive ofticer. 

The hearings being conducted by your committee on transportation 
problems requiring immediate attention are very timely and are of the 
itmost importance both to my company and to the Territory of Alaska 
is a Whole. My express purpose in presenting this testimony is to 
outline a specific problem in the field of air transportation and to urge 
your committee to use its good offices in effecting a remedy. The basic 
problem relates to the temporary certificates issued by the Civil Aero- 
nautics Board to air carriers serving Alaska. ; 

Mr. ScnorrreLt. What is the longest certificate that you have by 
way of duration ? , 

Mr. Woopiry. Of the temporary certificates, 3 years; the present 
term is 5. That was the recent renewal of our 214-year certificate. 

Our permanent certificates are in Alaska and are, of course, 
permanent, 

The CratrmMan. You may have it in here, Art, but in the States 
ase, as 1 remember, Pan American is permanent. 

Mr. Woop.try. That is correct. 

The CuatrmMan. Northwest is permanent ? 

Mr. Wooptry. Northwest is permanent. 

The CrarrMan. It was made permanent ? 

Mr. Wooptry. That is right. 

The Cuamman. And you received 5 years and Alaska what? 

Mr. Wooptey. 5 years. 

Mr. Barrierr. Originally the CAB didn’t give you that? 

Mr. Wooptry. Originally, vell, let’s £0 back to 1951 when the 
Board certificated us in the first place between Seattle and Alaska. 
They gave us a certificate that lasted 28 months, not even 5 years. 
That was to coincide with the termination of Northwest, which had 
a certificate in 1946 for a 7-year term. When, as I will mention fur- 
ther on, the Board renewed our certificate in 1955 here, they did it 
for a period of 3 years; and then after that, by direction, they extended 
ittoa 5-year term. 

Mr. Bartierr. By direction of the President ? 

Mr. Woop.iey. By direction of the President, that is correct. 

The unreasonably short duration of these certificates has severely 
and unnecessarily handicapped Pacific Northern in our efforts to ex 
pand and strengthen our transportation facilities. It has created 
an atmosphere of uncertainty and instability which seriously impedes 
the economic development of the Territory, and as you gentlemen 
are well aware, the Territory must rely almost entirely upon the air 
lines for its basic transportation services. I should like to discuss 
the essential nature of the problem and to outline the specific action 
which I would urge your committee to take in endeavoring to solve 
this problem. Before doing so, however, I should like to review 
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briefly the role which Pacific Northern Airlines now occupies in t} 
Alaskan air tr: ansportation picture. 

Pacific Northern currently operates a fleet of 9 aircraft which 
cludes three Lockheed Constellations, 2 DC-4’s, and 4 DC 
Three round trip flights a day are operated between Seattle and the 
Territory, and frequent daily flights are operated between principa 
cities within Alaska. 

Pacific Northern employs approximately 500 people, 300 of whon 
are stationed in Seattle. The company ‘does a business of almo 
$8 million a year, with a payroll in Seattle alone amounting to over 
$2 million annually. Pacific Northern is the second largest year 
round employer in private industry in the entire Territory of Alaska 
We are outranked only by the Ketchikan Pulp and Paper Co. 

Pacifie Northern’s record of service to the Territory compares very 
favorably with the yardsticks which are traditionally used to measure 
air carrier efficiency. During its 24 years of operation the company 
has never had a passenger fatality, a safety record which is equaled 
by only two other air carriers operating under the United States flag. y 
At the present time Pacific Northern carries more than 50 percent of 
all Seattle-Anchorage traffic and over 30 percent of all ieha. Mack, 
traffic. The company has operated with less subsidy from the Gov 
ernment per unit of service than any other carrier serving Alaska and 
has achieved the second highest revenue load factor of any carrier 
under the American flag. 

The CHarrman. What is your subsidy ? 

Mr. Wooptry. In amount / 

The Cuatrman. In amount and per ton-miles. 

Mr. Wooprry. The amount last year was about $1,200,000, I believe, 
subsidy. 

The Cuarrman. What does that spell out per ton-mile ? 

Mr. Wooptry. The effective rate per ton-mile was something like 
about 40 cents. 

The Crarrman. 40 cents? 

Mr. Wooptey. I think that is about correct. 

The Cuatrman. How does that compare—I think the record ought 
to show this, and I know you would have to use a general figure, but 
you can put it in the record specifically—with the general per ton-mile 
of the so-called feeder carriers, the average ? 

Mr. Wooptey. It is quite a bit higher. 

The Carman. How much would you say ? 

Mr. Wooptry. Well, it would be in the dollars, Senator. I just 
don’t know. I will get it and supply it, unless you have it available. 

The Cuamman. The reason I ask that, I think it is important, be- 
cause we all realize there is a great deal of difference in flying this 
route and a feeder route. We did consider making them permanent 
and one of the considerations and justifications was the hope that the 
subsidy would be decreased. I suppose we could probably get the 
average figure of revenue from the CAB. 

Mr. Wooptey. We have it, I believe, and we will supplement it. 

The Crarrman. I think it is somewhat comparable to your figure, 
considering the routes, terrain, et cetera. 

Mr. Wooptey. I think you will find our figure much more favorable 
because it has bee ‘n one of the lowest rate carriers in the country 

The Cuarrman. Yes. 
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Mr. Wooptry. Despite Pacific Northern’s outstanding record of 

iccessful service and despite the fact that it now occupies the 
lominant position among the air carriers serving Alaska, the company 

is been severely handic: apped by obstacles not of its own making. 
(he vacillations of the Civil Aeronautics Board over the years have 
been responsible for seriously inhibiting the progress of Pacitic North- 
ern as well as the progress of other carriers serving the Territory. 
To begin with, although the Civil Aeronautics Act was enacted b 
Congress in 1938, the Civil Aeronautics Board did not award lacie. 
father” certificates to the Alaskan air carriers until 4 years later, in 
1942. It was 14 years after the passage of the act, in 1952, that the 
Board for the first time established final mail rates to compensate 
Pacific Northern and other Alaskan carriers for the mail services they 
had been performing since 1938. By these inordinate delays in carry- 
ing out its clear-cut responsibilities under the act, the Civil Aero- 
nautics Board has effectively nullified, insofar as the Territory of 
Alaska is concerned, the congressional mandate set forth in the policy 
declaration of the statute. 

The Territory of Alaska and the air carriers which provide its basic 
transportation facilities have been deprived of the sound economic 
development which Congress intended to foster and encourage. In- 
stead, the carriers have been harassed by the Board with an endless 
a e of prolonged and costly public hearings which have failed 

) produce effective solutions to the basic problems involved. 

Mr. Scuorrren. Mr. Chairman, I would like to ask a question at 
that point. 

The CnatrMan. Yes. 

Mr. Scuorrret. What were the questions or the problems that they 
were delaying you on, that is, the alleged ones, let’s say ? 

Mr. Wooptry. In respect to what ? 

Mr. Scuoerret. In reference to giving you certification and as a 
result of these hearings. Were they looking at your line as a unit or 
were they trying to consider both of them ? 

Mr. Woovtry. For the life of me, Senator, my answer would be 
that I don’t know. I cannot understand why the Board, after several 
years of hearing, viewing a carrier and its record of almost 24 years, 
could delay 1 minute in “deciding what it is going to do about that 
carrier. For instance, in 1951, when the Board gave us a certificate 
to compete with Northwest and Pan American—two of the largest 
carriers in the world—they gave it to us for only 28 months, as I 
say, solely to coincide with the termination date of Northwest cer- 
tificate. At that time, if there was any question that the Board would 
not automatically renew that certificate of ours upon the termination, 
28 months’ termination, I would never have gone out and spent $214 
million for putting in equipment, for a 28-month period. 

When this ring-around-the-rosy started again, then, in 1953 and 
the determination came up in 1955 to renew Pacific Northern, I can't 
understand why the Board hesitated in giving us a permanent cer- 
tificate. We certainly deserved it; our record was excellent. By all 
the standards of permanency that the Board had established Pacific 
Northern, of all the carriers, certainly deserved a permanent certificate. 
And those who know the case in W ashington are well aware of that 
fact. It was the most unjust discriminatory act that the Board has 
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been guilty of, in my opinion, and in the opinion of many fair-minded 
people. a 

Mr. Scuorrren. Where was your objection stemming from, some 
of your other carriers 4 

Mr. Woopiey. Actually, no. Actually, in the hearing, of course, 
Northwest, Pan American, took the position that they don’t need any 
competition and they don’t need the service, but there was no actual 
opposit ion by those carriers to our renewal. 

It is an enigma to me, frankly, how an agency of the Government, 
supposed to carry out the mandate of Congress, fails to carry out 
that mandate. 

Mr. Scuorrren. The reason I am asking the questions here is that 
that has been the subject of quite a series of hearings in our committee 
in Congress. Despite the feeling on the part of some members of 
the Board there was some legislation enacted that seeks to, at least 
by legislative ways, do a little bit more in an equitable way than that 
Board has been doing down there by sitting on a lot of these 
ap yplic: ations. 

It seems to me that you have had “grandfather” rights or a right to 
“orandfather” privileges in here by reason of your 10-year time. 

Mr. Wooptry. We did, in respect to Alaska, get our “grandfather” 
rights, but, as I pointed out, 4 years after the act was passed. Cer- 
tainly, if a carrier has demonstrated its ability to provide adequate 
service, which we have, and the record so shows, we are entitled to 
permanent certificates of some duration. 

The Cuarrman. The same thing is true on all the feeder lines? 

Mr. Wooptry. That is right, sir. 

The Cuarmman. They sat there. I don’t think anyone has been 
more insistent. Every time we get a chance, when we have them up 
for confirmation, when we have them up for legislation, formally and 
informally, we keep urging them to go ahead and do something about 
these regulatory lags and delays. As a matter of fact, the Board a 
long time ago could have certified permanently the feeder lines, but 
we had to finally take legislative action. We finally had to almost 
go down there and camp on their doorstep to get the carriers in the 
Alaska-States case, which Mr. Bartlett knows better or just as well 
as anyone else. That was finally done. In the meantime—I think we 
ought to have this background—we were moving quite fast on legis- 
lation for permanency for the local carriers, and we saw a chance to 


get that going and get that phase out of the way. We had a directive 
by law. 


'Mr. Wooptey. That is right. 

The Cuatrmman. It is our full intention: at least it is mine—I can’t 
speak for the rest of the members of the committee—that we amend 
that permanent feeder Act to take in territories. 

Then we have more background, that under the 1936 act it was 
never intended, and I helped write it—that Territories should be 
included in the so-called, in the-—— 

Mr. Wooptry. Foreign cases ? 

The Cratran. Foreign cases. The only purpose of putting that 
down to the White House for approval was if it involved some inter- 
national relations] ip or matter of defense. Well, they got into the 
economies of the thing—thev have in the past—so we have an omnibus 
bill, which I have personally sponsored, and members of the com- 
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mittee are cosponsors—in which we are going to take that away, 
because 1t was never intended to be there and put you people, we 
hope, in the same category as the domestic feeder lines. 

Mr. Wooptey. Or the domestic lines, that is, free of the executive 
aE he ( al. 

aoe ‘HAIRMAN. I have the informal approval of the people down 

t the White House, because—I can see why they want this- they want 
to get that off their necks, because it was never intended to be there 
under the 1936 act, but was so interpreted. As you know, in the air- 

ine business, when there was all that keen and stiff and almost cut- 
throat competition as to who was going to fly foreign in the beginning, 

ind that is the situation we are in, that is why we want to make this 
kind of a record, to do the kind of job we think we can do, to get some 
tability in Alaskan transportation, and that goes, which you know 
only too well, for intra-Alaska. 

Mr. Wooptry. The executive approval was sought in relation 
foreign matters because it was felt it might be in the knowledge of 
the Executives instead of the Board. 

The Cuarrman. Go ahead. Excuse me, but I do think we should 
have this background. There is just one thing I forgot. One thing 
he said is correct. The other two carriers, didn’t object to this thing 
it all, with one little exception, which need not go into the record 
here, about which Mr. Woodley and I know. 

Mr. Wooptery. A brief résumé of Pacific Northern’s frustrating 
experiences under regulation by the Civil Aeronautics Board will serve 
to clarify the serious nature of this situation. Pacific Northern 
promptly and properly made application for its “gr: andfather” certifi- 
cate of public convenience and necessity when the Civil Aeronautics 
Act was passed in 1938. The Board conducted extensive public hear- 
ings in the matter during 1939 and 1940, but in 1941 the Board re- 
opened the entire case for further public hearing. Final decision was 
not reached by the Board until the end of 1942, and that is when we 
got our permanent certificates. 

In 1940 Pacific Northern applied for authorization to operate a 
route between Anchorage and Juneau as an initial step in its program 
to inaugurate air service between Anchorage and the States. After 2 
years of procedural delays the Board denied the company’s request for 
that certificate and almost simultaneously issued instead an exemption 
order authorizing such service on a temporary basis and without mail 
pay. 

Let me say there that was the first of the Board’s policy of temporiz- 
ing. Of course investment capital was impossible un der such an ex- 
emption order, a temporary order. Instead of putting into service 
three Lockheeds, which we intended to do, on a daily basis, I was 
forced to rely on an old Stinson trimotor that we had to fly between 
those 2 points, which we did, on a 3-times-a-week basis, and succeeded 
in securing more business than the Board estimated would exist be- 
tween those two pl: ices. In fact, we had no money for fac ilities. And 
under an exemption order that was cancellable from day to day we 
had no chance to borrow any money. In fact, we used to use a taxicab 
down there for a terminal building, you know, between andes 

The CuatrmMan. I just want to add one thing. It goes back to where 
I made the statement. Another thing which Mr. Woodley will tell you, 
which some of us know, and which we were fighting, too, on this ques- 


l 
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tion of adequate carriers, competitive carriers to Alaska, and it com: 
up all the time, it has been up there for 20 years, It is still the old, old 

‘r outside the United States, the chosen instrumen 
theory. which hac has to do with some of this 

Mr. Wooptey. Wh ile this chosen instrument was being considered. 

Going back to that Juneau situation for a minute, it is ‘probably the 
gniment, that is, that point, on anyone’s service in th 
world. The field is 52 miles from the range station, 52 miles of contact 
you h ave to get into Jone au, and yet we get in. We perform about 9s 
pe it —_ ‘thing of our se heduled miles, 

Tl he CHAIRMAN. We were at that place, for a while, too. 

Mr. W ODLEY. Maybe the Senator will let me make a remark. Mr 
Bartlett just showed me a note here which says, “We didn’t come in by 
the P. A., we came in by the Air Force.” 

The CHarrman. Finally. 

Mr. Wooptey. In 1944 Pacific Northern again made application to 
obtain an extension of its routes from Anchorage to Seattle via Juneau. 
The Board denied this application in 1946 but did finally grant Pacific 
Northern the Anchorage-Juneau portion for which it had applied 6 
years earlier. By its refusal to certificate adequate air services be 
tween the Territory and the States in 1946 the Board created a set of 
circumstances which resulted in air transportation chaos for the en- 
suing 5 years. During this period the Territory of Alaska underwent 

. period of rapid erowth and development which was keyed primaril} 
to national defense activities. 

Simultaneously, air transportation matured as an effective means 
of mass transport. But throughout the entire period from 1946 to 
1951, even though applications were pending, the Board refused to 
certificate any additional service and forced the Alaskan public to 
rely upon makeshift arrangements with nonscheduled carriers for its 
basic transportation needs. 

I would like to mention right there, in this period of 1946 to 1951 
there was as many as 28 nonscheduled carriers operating between 
Seattle and Anchorage with limited authority, if any authority at all. 
In the majority of cases no authority, 28 carriers, although the Board 
gave no recognition to the certificates, or to the applications that 
were pending by scheduled air carriers that had demonstrated their 
fitness, willingness, and ability to perform the service. 

Late in 1951, after 3 years of prolonged public hearings and pro- 
cedural delays, the Board finally found that Pacific Northern’s pro- 
posed service to the States was necessary to meet the public need 
and authorized Pacific Northern to extend its certificated Alaskan 
routes to Seattle and Portland. Again, it was on a temporary basis 
and the Board again effectively hamstrung Pacific Northern by limit- 
ing the duration of the new route authorization between Alaska 
and the States to a period of only 28 months, the shortest term certifi- 
cate ever awarded in the history of the Civil Aeronautics Act. 

As I made mention, had we known that they were not going to 
renew that, after we demonstrated that the service was needed, that 
we could do an efficient job, ’'d never put in $214 million in equipment, 
at a time when aire raft equipment was at an alltime high. We paid 
as much as $700.000 for a DC-4, that at one time had a market value 
of less than $200,000. 


t eorv of one car 


I 
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Let me say that in 1952, just about 12 months before the termination 
that certificate, gentlemen, the Civil Aeronautics Board called 
eting of the carriers serving the States-Alaska trade in W: oton 
| asked us to put on additional service. We responded by buying 
ther DC-4 at $707,000, because the Board wanted more service 
tween. Seattle and Alaska, 12 months before the termination of 
» certificate. Certainly, I would never have done that had I not 
d absolute faith that the Board would renew that certificate when 
time came up for renewal. The memory of the Board is, indeed, 
ry short. 

he ridicuously short duration of the certificate again put Pacific 
Northern in the untenable position of being required to obtain 

ancing on a short-term basis when the life of the certificate was 
8 months less than the minimum term for which bank loans of such 

e are available. 

When our temporary certificate to the States expired at the end 
f 1953, Pacific Northern was again confronted with prolonged and 
stly CAB proceedings in an effort to obtain renewal. After the 

arings were completed, the Board permitted its private delibera- 
tions in connection with its decision in this case to be known to the 
ewapaper, radio and television networks throughout the country 

a manner which was completely unprecedented. For a period of 

‘6 months the newspapers of the west coast and Alaska devoted 
alae stories to the effect that the Board had voted to renew 
acific Northern’s certificate and then again that the Board had voted 
ot to renew the certificate. The vacillations of the Board in its 
tentative voting and the unwarranted publicizing of the Board’s 

ip yposedly sec ret deliberations were disastrous from the st: andpoint 

the company’s personnel and stockholders. There is no question 
that the company suffered irreparable damage from the Board’s 
rresponsible antics in this episode. 

Phe Board’s final decision was officially released in May 1955, Al- 
hough the Board voted to renew Pacific Northern’s States-Alaska 
nite ae a period of only 3 years, the President directed the Board to 
xtend the term to 5 years. 

The incredible procrastinations of the CAB unfortunately were ac- 
ompanied by irresolute policy vacillations which were of even more 
erious consequence. In testimony before congressional committees 
nd in its formal decisions the Board has outlined certain stand: rds 
elating to qualifications of an air carrier for permanent certification. 
espite the fact that Pacific Northern successfully qualified for perma- 
ent certification under all of these standards, the Board nevertheless 
mited its original certification between the States and Alaska in 
Jo1 to a per iod of 28 months and restricted its recent renew: au] In 1955 

a period of 3 years. This discriminatory treatment of Pacific 
Northern is completely incomprehensible. . 

The CuHarrman. Do you know what the Board vote was in this 
ise ? 

Mr. Wooptry. Yes, sir. I think I can tell you, but I think T ought 
to tell you in private. 

The CuamrmMan. Well, I guess that would be better. 

For the record, I understand they had 3 or 4 votes. 

Mr. Wooprry. That is what I thought you meant. 

The CratrMan. The final vote was what? 





264 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


Mr. Wooptery. Let me see how it worked out. 

The CuarrMan. Four to one. wasn’t it 2 

Mr. Woopiey. No; it was unanimous, Senator, in favor of u 
a 7-ve ir certificate. 

Is that right. Jerry, fora 7-year certificate ? 

It was 3 to 2 for Alaska Airlines, so they compromised and ma 
them both the same. 

The Cuairman. The only point of my suggesting is there was 
great deal of confusion, more than normally. 

Mr. Wooptey. There was never anything like it in the history of 
the Board or any agency of the Government. 

The CHairmMan. Go ahead. 

Mr. Woopiry. I can’t imagine the ICC doing anything like that. 

‘he Cuarmman. They do some strange things, too. 

Mr. Wooptey. In its order of May 25, 1955, the Board, in additio 
to renewing Pacific Northern for 5 more years, at Presidential dire 
tion. 2 oo permanent certification to Northwest Airlines for it 
Seattle-Anchorage operations. In support of its award to Northwest 

ird cited the following considerations in its decision, and the 


a 
»)” 


he Board’s words: 

Air service from the States to Anchorage is a matter of prime importance to 
the economy of Alaska and to the national defense interests of the United States 

Although the nature and peculiarities of States-Alaska traffic are such that 
complete relief from subsidy is not attainable in the foreseeable future, no w: 
has been suggested to overcome the problemi, and the service is of such importance 
that it must continue. 

These are the Board’s words, mind you, and the record that w: 
before the Board at that time was that the Pacific Northern was thi 
lowest subsidy carrier of any of the four carriers, and that it provided 
more service at less unit cost than any other carrier. 

The CuairmAn. Of course, all these 5 or 6 standards, they all 
apply to Pacitic Northern, every one of them 

Mr. Wooptry. Surely. That is why I want to mention them; they 
do. with equal force, with equal force. , 

Three, the States-Anchorage market has developed to the point 
where it is the largest of all States-Alaskan routes, carrying more than 
twice the traffic that flows over Pan American’s permanently certi 
ficated route to Fairbanks. Moreover, it is clear from the record 
that Anchorage traffic will continue to grow. 

Four, the grant of a certificate to Northwest on only a temporary 
basis would, of necessity, imply that we might some day decide not to 
renew its authority to serve this route (a) because the route was not 
warranted, or (/) the carrier’s performance on the route was not 
satisfactory. Neither of these alternatives appears to be a reasonabl 
eventuality. 

Five, it is inconceivable that Alaska would ever be relegated to the 
services of a single carrier to the States. In the case of Hawaii, ther 
are 3 American carrier linking it to the mainland; and there are also 
8 American carriers providing air service between the States and 
Puerto Rico. Yet Hawaii and Puerto Rico both have surface trans- 
portation available to and from the States. fi 

Six, judged by the standards of public convenience and necessity, 
Northwest’s Seattle-Anchorage routing should be made permanent. 
Northwest has pioneered the route, has attuned its service to the eco 
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ymic needs of the Territory, has gained public acceptance of its Sserv- 
es, and has achieved efficiency of operation which compares favor- 
ibly with that of other carriers. The granting of a permanent cer- 
tificate to Northwest will give its Alaska service the stability necessary 
r long-range planning and will assist in the greater development of 
e route. Pan American, operating the smaller Seattle-Fairbanks 
arket, has long enjoyed permanent status in Alaska. 
And that word “enjoyed” is a very apt word, sir. 
All of the above considerations cited by the Board in respect to 
rmanent certification apply wtih equal or even greater force as 
stification for the permanent certification of Pacific Northern’s 
States-Alaska route, but the Board nevertheless concluded, with no 
valid rationalization whatsoever, that Pacific Northern’s renewal 
ould be confined to a further temporary period of 3 years. The 
himsical, capricious, discriminatory nature of this conclusion sug- 
sts that the Board has abandoned all rational standards of reeu- 
ition and has set itself adrift in a sea of fortuitism. 
In testifying before the House Commerce Committee in March of 
55 the Chairman of the Civil Aeronautics Board was reported to 
ive stated that his agency’s attitude toward permanent certification 
an air carrier would be geared to the carrier’s subsidy position. 
» explained that an air carrier would qualify for permanency if its 
ibsidy amounted to 40 percent or less of its total revenues in the pre- 
‘ding year. There would then be a 3-year period, at the end of which 
e carrier would be permanently certificated if its subsidy position 
id not deteriorated. Although Pacific Northern’s subsidy has never 
mounted to more than 25 percent of its total revenues and has aver- 
iged only 21 percent during the past 5 years, the Board has, neverthe- 
ss, denied permanent certification. 
[ think the situation is incredible. 
The vital importance of permanent certification to Pacific Northern 
readily apparent from a review of our situation. To perform 
States-Alaska services the company requires a type of aircraft which 
entirely different from the type of plane which it has historically 
ised for services within Alaska. Our problem in this respect is en- 
tirely different from that of Pan American or Northwest which utilize 
the same type of aircraft in States-Alaska service as they have used 
1 other routes within their systems, all of which are permanent. 
ill of their system certifications are permanent. The current cost of 
Lockheed Constellation or DC—6 which are necessary to compete 
with Northwest and Pan American is roughly $114 million. At least 
hree aircraft of this type are required by Pacific Northern to estab- 
sh a minimum level of service. This poses a financing requirement 
for aircraft equipment alone in the total amount of $414 million, plus 
pare parts and equipment. It is almost impossible to negotiate a long 
term financing arrangement for such an amount when lenders and in- 
vestors are aware that the basic operating franchise is limited by a 
whim of the Civil Aeronautics Board to a period of from only 3 to 5 


irs. No guaranty can be offered that the airline will even be alive 


1( the time the loan matures or at the time equity investment might be 
expected to return some profit. 


‘Temporary certification not only poses an insuperable obstacle to 


dequate financing, but it also engenders a host of related difliculties 


18 
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which sap the strength of the carrier and create added cost to t 
Government. Executive talent of the airline is recurrently divert: 
to prolonged renewal proceedings before the Civil Aeronautics Board 
when that talent should properly be devoted to improvement of t 
airline operation. ‘The expense of recertification proceedings drai 
the limited resources of the carrier when those funds could be devot: 
to many other improvements contributing to financial and operational] 
progress. Personnel relations are plagued with instability becau 
of the doubtful life of the employer. 

Let me point out that this cost of hearings in Washington is no 
small matter. Out-of-pocket expense of approximately $50,000 was 
spent in the last go round. About that much more is spent in indi- 
rect ee or approximately $100,000, merely to renew a certificate 
for 3,4, or 5 years. That is quite a lot of money to amortize over that 
short | - riod, and the cost is the same to a small carrier as it is to a 
world carrier. Percentagewise, then, it is devastating to the small 
carrier. 

Mr. Scuorprret. I might say, Mr. Chairman, as you well know, 
that is one of the matters that was very severely gone into with the 
Board. I have looked into this situation, not so much from your 
Alaskan side, but it is related to the Alaskan side, because you are 
placed at a greater distance disadvantage and other related matters, 
which is more costly to you, but in the Midwestern section of thi 
United States airlines were being pulled in there for these renewal 
certificates. 

The charge was made that they would almost have to build 
case again from the bottom up, when they had truckloads of those 
records in there indicating that they had all the historical background 
and the data. I have the assurance of the present Chairman of this 
Board that a lot of that kind of monkey business is out the window. 
I hope he is absolutely going to keep faith in that respect, and that 
a definite effort is going to be made to cut down the lag time of these 
hearings and the applications that are required. 

And as the Senator well knows, and I recall when he advanced 
to the chairmanship, one of the first things he mentioned was that 
“we are going to call these agencies here who are directly responsible 
to us as arms of the Congress, to find out what is causing all of these 
long delays and that sort of thing,” and I do believe it had a salutory 
effect. I do believe that we are going to find out from hearings we 
have had and records such as this all of the reasons why you didn’ 
have speedy action and some of it has been flagrant. And those delays 
have necessitated problems in your financing. 

Mr. Wooptry. Yes, it has, indeed. It has been costly in time and 
money, gentlemen. If the Board would make a long-range decision 
instead of a short-term decision, they would save themselves an awful 
lot of time and work burden, too, wouldn’t they? Coming up every 
3 years, it takes almost as muc h time to run through one of these 
hearings as the length of the certificate that they _ get out of the 
hearings. 

The Cuamman. That was the problem of the-— 

Mr. Wooptry. Let me tell you, I have been applying since 1940, 
you know, stepwise or totalwise, to come down from Alaska down to 
the States, and I still haven’t a permanent certificate. Fifteen years, 
think of it! That is what the Congress set up down there, a Board 
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) make decisions in respect to airline matters, and I don’t think that 

is the intent of Congress. 

\ny appraisal which is fair and intelligent must inevitably result 

the conclusion that Pacific Northern is eminently qualified for 

rmanent certification on its States-Alaska route. It is apparent 
it the Board’s consideration of this problem has been neither intelli- 
nt nor fair, and it is obvious that further petitions to that agency 

ll not resolve the anomalies of this situation. ‘The Board has now 

ineuvered itself into a position where its hands are tied, and the 

tates-Alaska air transportation picture is not scheduled for review 
oat 1960. There is no guaranty and little hope that the agency’s 
ittitude will be any more enlightened in 1960 than it has been in 

e past. ‘The solution to this pressing problem cannot be delayed for 
nother half decade. 

Pacific Northern is hopeful that this committee can take appropriate 

easures to provide the necessary relief. It is requested that this 
ommittee sponsor appropriate legislation to compel the Civil Aero- 
iutics Board to grant permanent certification to any overseas air 
rier operating between the United States and Alaska which can 
ialify under certain standards. It is suggested that these qualifying 
tandards include requirements such as the following: 

(1) That the carrier’s subsidy requirement on its States-Alaska 
route shall not exceed 30 percent of its total revenues. 

That is 10 percent less than the Chairman proposed to the Inter- 
tate Committee and 17 percent less than the average of the local service 
arriers, Which were permanently certificated by your amendment of 
the Civil Aeronautics Act. 

2) That the carrier can demonstrate its ability to perform its 
.uthorized services with a level of efficiency which compares favorably 
with that of other States-Alaska carriers. 

(53) That the carrier can demonstrate that its services have gained 
reasonable public acceptance. 

These suggested standards are comparable to those which the Board 
has relied upon in awarding permanent authorizations to other car- 
riers when the Board was disposed to grant permanency. We know 
of no conceivable reason why Pacific Northern or other States- Alaska 
carriers should be deprived of a similar opportunity to qualify for 
permanency. 

There is a significant precedent to justify your committee in taking 
the action we propose! Within the past year the Congress unani- 
mously passed similar legislation relating to the permanent certifica- 
- of local service carriers. The considerations which persuaded 

he Congress to take such action in the case of the feeder lines apply 
w with equal, and perhaps g greater, force to the overseas carriers operat- 
ing between the States ‘and Alaska. The same important benefits 
would insure to the air carriers, and a substantial contribution a 
be made to the Territory of Alaska itself by affording stability for its 
basic transportation needs. The United States as a whole has an im- 
portant stake in the further economic development of the Territory 
which can best be fostered by removing the uncertainty and confusion 
which now prevails. 

— you, gentlemen. All I can tell you that I am asking for is 
a fair deal, and I don’t think that in this go round we got a very fair 


deal. 
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The Cuarrman. Mr. Woodley, being practical about this matter, | 
would think in view of the Board’s decision and the President’s coi 
ments in extending it to 5 years that the only possible remedy y« 
have open is for Congress to consider, which would be in our commit 
tee here, an amendment of the act. The amendment would add the 
word “territories,” which I said in the beginning I intend to pursue 
personally. 

I do think the record ought to show that another reason for the de- 
lay was that the Board had gone off for some period of time, both 
domestic carrier and even international carriers, on the basis that 
they might save some subsidy money and attempt to create mergers 
Some were made. Some in other cases were practically ordered. And 
in the States-Alaska case, on page 13 of the Board’s decision, they say 
this, and I think it well it go in the record, because it explains some of 
this delay—I don’t agree with this at all, and I have said so publicly 
and private ‘ly, because I think Alaska needed this competitive airlin 
service. This is what they said: 


With the renewal of Alaska Airlines’ route to Fairbanks, there still remair 
open an important avenue for reducing subsidy support without depriving th: 
Territory, they say, of competitive air service at Fairbanks. This would bh 
accomplished through a merger of Alaska Airlines and Pacific Northern, with 
the combined company serving both Fairbanks and Anchorage on a single route 
to the States. Such a merger would result in substantial reduction in subsidy 


And then they go on and tell you how you can do it, but then they 
say: 

Since we do not possess the authority to compel a merger of air carriers, we 
can only await the voluntary action of the carriers. However, we will limit their 
certificates to renewal periods of only 3 years, so that the Board can review 
the situation at an early date in the event the carriers persist in retaining their 
separate identities without regard to the benefits that would inure to the publi 
from such a merger. 


is what the y were trying to get these people to do. I said to 
Board members in committee hearing, “You are asking 
>to merge Zero with zero: they have n't even got a certificate. 
Id be no guaranty if they did this that you would give a 
permanent certificate.” 
Mr. Wooptry. No: they certainly wouldn’t put it in writing. 
The Cuatmrman. The President says in his statement: 


I am in general agreement with the major aspects of the Board’s proposed 
action in this case and I approve of the Board’s proposed order except as it 
relates to the duration of the certificates for Alaska Airlines and Pacific Northern 
Airlines. I am in full agreement with the Board's view that a merger between 
Alaska Airlines and Pacific Northern would be an important step forward in 
strengthening air transportation between the States and Alaska and at the sam¢ 
time reduce the need for Federal subsidy support. While the 3-year certificates 
might well encourage and facilitate such a merger, such certificates would create 
serious problems for both carriers in the matter of financing new equipment. 
I am convinced that there are other steps that the Board can take within its 
authority to encourage and facilitate such a merger, and I trust that the Board 
will take all such steps as are reasonable and appropriate. 


Then he goesontosay: 


view of the great importance of air transportation with up-to-date equip 
to the people of Alaska and the future development of the Territory, the 


certificates of Alaska Airlines and Pacific Northern should be extended for 
5 years. 
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(nd now here is an amazing statement : 

You have advised me through the Director of the Bureau of the 

the opinion of the Board, a 5-year extension will enable the carriers to finance 

e purchase of new equipment on a sound basis with consequent benefit to the 

ople of the Territory in better service and more effective competition. 

Mr. Woop.ey. Somebody misadvised the President. 

The CrarrMan. Now, that is part of the story. I don’t agree with 

I think you should have permanent certificates, because I can’t 
ee how any airline can operate as a unit without a permanent certifi- 
ite if they qualified under the criteria that the Board has lai id down. 

Mr. Wooptrey. Another thing, you mentioned the merger; I don’t 
think any agency of the Government has a right to etlect a ‘ahelanas 
vedding or determine—— 

The CuarrMan. No authority in law. 

Mr. Wooptey. That is right. 

— CuHarrMAN. I will say that the White House did recognize 
that, but they said that they should pursue it. 

Mr. Wooptry. That is right. That is what we are up against. You 
have to have willing parties to make a merger or to have a wedding, 
ind the agencies of the Government are going to effect it: maybe the 
Congress could do it, but not the agencies of the Government. 

The Cuarmoan. In view of this whole tangled up situation, and in 

view of the fact that we have established the principle of competitive 
ir carriers to Alaska, I think it justifiable for this committee, when 
we meet in January, to go into this whole thing and determine for 
ourselves, not the Board or anyone else, whether or not permanent 
certificates should be extended to territories. My present opinion 
is that they should. 

Mr. Woopiry. Senator, I thank you very much for your support 
ind for your aim for permanency. 

The Crarrman. I don’t see how you can run an airline without it. 

Mr. Wooptry. I know what you did for the feeder lines. 

The Cuarrman. Give the people service, the kind of service they 
need and should have 

Do you have any questions, 0b? 

Mr. Bartierr. No questions. 

Mr. Scnorrrer. No questions. 

The Cuatrman. Thank you. 

(The following information was received later :) 


sudget that, 


PacIFIc NORTHERN AIRLINES, INC., 
Seattle 4, Wash., November 9, 1955. 
The Honorable WARREN G. MAGNUSON, 
United States Senator, Senate Office Building, 
Washington, D.C. 

DEAR SENATOR MaGNuson: During my testimony before your committee in 
Seattle on Wednesday, October 19, you requested certain information relating 
to the cost levels and subsidy requirements of Pacific Northern Airlines. The 
figures I mentioned were very rou; gh estimates based upon recollection. ‘The fol- 
owing data is derived from the official records of Pacific Northern, and I should 
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appreciate your having this information incorporated into the record of y 
hearings: 


Calendar year 1954 
Pacific A veragi 
Northern local sery 
Airlines carrie: 


$1, 036, 636 $1, 601 
23 
$0. 50 
12 
$1, 59 


Your courtesy in allowing me the time you did to present my testimony is ver 
much appreciated. 
Sincerely, 
A. G. WOoopDLey, 
President 
The Caairman. Now we have Mr. Glenn Carrington here. 
We will be glad to hear from you at this time. 
Mr. Carrington is president of the Glenn Carrington, Inc., long- 
time operators in Alaska of heavy machinery and equipment. 


STATEMENT OF GLENN CARRINGTON, PRESIDENT, 
GLENN CARRINGTON, INC. 


Mr. Carrincron. Mr. Chairman and gentlemen: 

My name is Glenn Carrington, president of Glenn Carrington & 
Co., and I am speaking as an individual and not as representing any 
organization. 1 have been in business exclusively in Alaska for the 
past 41 years and have operated mercantile establishments at 
Ketchikan, Juneau, Fairbanks, and Nome with headquarters at 
Seattle, and I am a resident of Seattle. At present we have a ma- 
chinery business with a warehouse at Fairbanks and do a wholesale 
business on machinery, trucks, and building materials throughout 
the Territory. 

I have tried to take an active interest in Alaskan development and 
have devoted a great deal of time to the study of land transportation 
in and to Alaska. I have served three terms as chairman of the 
Alaska Committee of the Seattle Chamber of Commerce, and was 
one of the original six members that met for the organization of the 
Pacific Northwest Trade Association. I am very glad indeed to 
appear before this committee and meet with such men as your chair- 
man, Senator Warren Magnuson, and Senator Henry Jackson, and 
to find that such men as Delegate Bartlett, Tom Pelly, and Thor 
Tollefson are taking such an interest in promoting Senator Magnuson’s 
bill, S. 985. I am also glad to find that Governor Heintzleman and 
every organization that I have contacted, connected with Alaska 
development, are also in favor of this bill. 

During my first term as chairman of the Alaska Committee, I was 
invited by the then Premier of British Columbia, the Honorable 
John Hart, to bring a group of representative business men as his 
guests for a trip over the P. G. & E. RR. Senator Magnuson was 
included in this group, and after our return to Vancouver we were 
entertained by the Vancouver Board of Trade. At that meeting 
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Premier Hart suggested that closer relations between the Vancouver 
B oard of Trade and the Seattle Chamber of Commerce would be very 
eneficial in the development of the north country. 
A few days later a meeting of 3 Canadians and 3 from the Seattle 
Chamber of Commerce was held at Whiterock, British Columbia, 
hich has now expanded to an organization covering the chambers 
of commerce in Washington, Oregon, British Columbia, and Alaska, 
with some members from Idaho, Montana, and Alberta. The attend- 
ince reaches about 400 at each of the semiannual meetings, at which 
time various items for area development are discussed. ‘The Honor- 
able Thomas Pelly has acted as vice president for western Washington 
and Governor Heintzleman has acted for several years as vice presi- 
dent for Alaska. At various meetings, highways and other matters 
of mutual interest to Canada, as well as the United States in connec- 
tion with developing the north country, have been discussed to mutual 
advantage. Senator Magnuson has appeared at several of these 
meetings and his support of the organization has been very much 
ippreciated. 

It is my feeling that a committee as proposed in S. 985 would be 

much more effective in planning a system of land transportation in and 

to the north country, and bringing it to an early completion, than any 
other group such as the Pacific Northwest Trade Association or the 
\laska Chamber of Commerce who would not have the authority or 
finances to carry out such a program. 

At the last executive meeting of the Pacific Northwest Trade Asso- 
iation it was decided to have a separate panel discussion on transpor- 
tation to the north country. This meeting will take place at the Olym- 

c Hotel in Seattle on October 31 and November 1, and the panel dis- 
cussion will be on Monday afternoon, October 31, at which time several 
prominent Canadians and Alaskans, as well as United States repre- 
sentatives will enter into a round table discussion of the various phases 
of transportation to the north country, and it would be very desirable 
to have members from this committee attend this discussion. It is 
hoped that a transcription of this meeting will be available to your 
committee. 

I am also very much in favor of Governor Heintzleman’s proposal 
whereby he would urge the Governments of the United States, Domin- 

ion of Canada, Territory of Alaska, and the Province of British Co- 
lumbia to establish a joint committee to make recommendations de- 
signed to coordinate the development of the economic region along the 
Alaska and Canadian boundary, in a manner mutually beneficial to the 
two areas, reserving to existing governmental bodies their full pre- 
rogatives and authority. It appears to me that after the work of the 
committee, as outlined in S. 985, has been completed that a committee 
as proposed by Governor Heintzleman could take over the recommen- 
dations of the S. 985 committee and carry on the development of the 
north country to the mutual benefit of both Canada and the United 
States. 

I am particularly interested in a hard-surfaced road from the Pa- 

cific Northwest to Alaska, and it is my belief that the shortest and most 
economical method of arriving at this situation would be to join with 
the Canadians in some way which would be decided by your committee, 
to build a hard-surfaced road from Hazelton, British Columbia, to 
connect with the present Alaskan Highway at a point near White- 
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horse. I would like to give the following illustration to show 
economies and saving in distance if this road was built. 


Total distance Hazelton to Jakes Corners 
Prince George to Hazelton 


Total distance Prince George 


Prince George to Dawson Creek 
Dawson Creek to Jakes Corners 


Total distance Prince George to Jakes Corners 
Prince George to Jakes Corners via Hazelton____. 


Miles shorter 


Paving: 
Dawson Creek to Jakes Corners__ 
Hazelton to Jakes Corners 


Saving in paving 


It is impossible to give an accurate mileage for the distance from 
Hazelton to Jakes Corners until the road has actually been surveyed, 
but it is my opinion that the distance shown is approximately correct. 

There has been disc ‘ussion in the past as to building a highway or 

the A route or the B route and at the time the original Alaska Hig! 
way Commission (of which Senator Magnuson was a membe r) made 
its report you remember that the American de slegation were in favor 
of the A route which is approximately the same as the proposed route 
from Hazelton to Whitehorse, while the Canadian members preferred 
the B or trench route north from Prince George to the vicinity of 
Watson Lake. The final decision from Washington was to build o1 
the present route, from Dawson Creek north, which, to most of us in 
the Northwest, was not the best or shortest route to railhead. For th 
past 15 years there has never been completed a hard-surfaced ap- 
proach from Edmonton to the Alaska Highway at Dawson Creek, 
and a great deal of criticism of the Alaska Highway has been due t 
to poor condition of the road from Edmonton to Dawson Creek. 

When the Hart Highway was completed ~— Prince George to 
Dawson Creek it saved more than 700 miles in driving from the 
Northwest to Alaska, and if we can reduce this oan by approxi- 
mately another 364 miles I believe we will have accomplished some- 
thing worthwhile. 

From the above figures you will note that the distance from the 
railhead at Dawson Creek is 865 miles whereas the distance from the 
Hazelton railhead to the same point on the Alaska Highway would 
be only 454 miles. The road from Prince George to Hi azelton is now 
being hard-surfaced and will undoubtedly be completed to Hazeltor 
by the time this new road could be constructed. It should be noted 
that in case of hard-surfacing this road from Hazelton to Jakes wor 
ners of 454 miles, there would be a saving of 411 miles as compared 
with paving from Dawson Creek to Jakes Corners, which in itself 
would be an enormous saving when it comes to hard-surfacing. 

In a recent survey by the Vancouver Board of Trade they went on 
record as approving this road. During the past few years rich de- 
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its of copper, asbestos, and other minerals along the proposed route 

‘it highly desirable for the Canadians to have this road. <A great 

of surveying has been done by the Province of British Columbia 

both this route and the trench route, and as early as 1942 there were 
ntour maps available for a big oie of the trench route. I per- 
ally took two copies of this map to Washington where several 

yples were photostated by the Army “a were undoubtedly used to 

good advantage when the Army made a preliminary survey for a 

lroad to Alaska. 

| do not believe it necessary to comment further regarding the rail- 

ud situation as I am sure the proposed committee will have an enor- 
53 amount of information available to them for their study. 

believe that the building of this proposed route from Hazelton 

Ww hitehorse would be in the interest of national defense and would 

very valuable in case of war with Russia, as with the present dusty 
ondition of the highway in summertime it would be almost impos- 

ble for people to drive south while heavy traffic with military sup- 
plies were being carried north at the same time. 

I would also suggest that the proposed committee would be well 
ilvised to urge the paving of the Haines Highw ay and to recommend 

: paving of the Alaska Highw: ay south from the Alaska border to 

+ i ast a point where it would connect with the proposed Hazelton 
R ‘oad. The hard-surfacing of the Haines Highway would make it 
easier to keep this open as a year- -round road. It has already proven 

of great value to the Territory, and had it been built at the time the 

\laska Highway was started, it would have paid for itself in the 

wing of freight in connection with building the Alaska Highway. 

With the vast potential power resources in the Atlin Lake distr ict, 
whether developed by the Canadians or the Americans, this new high- 
way would be of great value to the industrial community that will 
eventually be develo ped. An early construction program for this 
highway would be highly desirable as with low-cost power which 
probably cannot be matched in any other part of the world, it will 

timulate the mining and refining of a vast mineralized area both in 
ise and in Canada that it has not been possible to develop without 
this low cost power and transportation. 

[ strongly recommend the passing of S. 985 and the creation of such 
a committee as recommended by Governor Heintzleman to carry on 
the development of the north country and to prepare for the vast 
tourist industry which is bound to develop when a proper highway 
system has been completed. 

The Cuatrman. Do you have any questions, Mr. Bartlett? 

Mr. Bartierr. No questions. I think it is a very interesting 
statement. 

The Crarrman. I appreciate it. As you know, Glenn, the Senate 
has already passed the legislation, and I hope to have action in the 
House this session. The Senate Committee on Foreign Relations 

produced an admirable report. By reading it I would think it was 
vou and I talking about 20 years ago about the future of this thing. 
Somebody accused me of writing it myself, but I didn’t. 

Mr. Kokjer, we will be glad to hear from you. 

Mr. Kokjer appears here from the maritime division of the Seattle 
Chamber of Commerce. 
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STATEMENT OF DONALD E. KOKJER, SEATTLE CHAMBER OF 
COMMERCE, SEATTLE, WASH. 


Mr. Koxser. My name is Donald E. Kokjer. I am chairman of 
the maritime division of the Seattle Chamber of Commerce. 

I am interested, or I was interested, in hearing that the airlines 
seem to be having almost as much trouble with their problems as 
the maritime people do. As a matter of fact, we sit back in our own 
little back yard and sometimes we don’t realize that we are not the 
only one in the transportation business. 

I want to basically say that the chamber of commerce of Seattle 
is interested in maritime and the furtherance of the American mer 
chant marine, first, as a national defense feature, and, second, as a 
national economy feature, then, third, because of the Puget Sound 
area historically, traditionally being a maritime area. 

This committee, and Congress, probably through the efforts of this 
committee, were responsible for the 1936 Merchant Marine Act, and 
the 1936 Merchant Marine Act, in the opinion of many, had done 
wonders to prevent the depletion of American shipping to the extent 
that it was just prior to the last world war. Had we had that 1 
years sooner we certainly would not have had to have spent the bil- 
lions that we did in the rapid and uneconomical ship-building pro- 
grams that happened just after Pearl Harbor. 

I have prepared a copy of certain resolutions that have been adopted 
by the Seattle Chamber which are pertinent to the subject, and in the 
interest of saving time, and with your permission I will make just 
certain quotes of the points which I believe are quite important. 

The CnHarrmMan. Yes. 

Mr. Koxser. We all know the basis of the 1936 Merchant Marine 
Act, and that was to build up our merchant marine and put us fore 
most on the sea as well as elsewhere. And we think in chamber that 
in the implementation of this 1936 Merchant Marine Act that one of 
the most important things is the retention in all foreign aid and 
similar acts of the provision designed to divide the routing of aid 
cargoes equally between the American merchant marine and merchant 
fleets of nations receiving the aid cargoes. 

We think that is a very important point. There isn’t any use hav- 
ing merchant ships if they sit at Olympia or down at Astoria idle. 
If you can keep them busy and keep the men occupied and have a 
nucleus for something that might happen, then you have accom 
plished something. So that to us is one of the more important 
provisions. 

The CHarrman. There is no use carrying coals to Newcastle with 
the chairman about that. 

Mr. Korver. I know that, Mr. Chairman. 

The Cnamman. I don’t know how many amendments I have in 
troduced in the Senate. 

Mr. Scuorpret. You have been pretty successful. 

The CrratrMan. Every one has passed. 

sut we do have a problem on that. The agricultural people want 
to repeal it, but I think we will work out a solution. There is some 
misunderstanding. Just as we closed the session, they took that pro- 
vision out of the agricultural bill, and we all agreed we would sit 
around and have some real discussion on the whole matter before 
any attempt is made to change it when we meet. 
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Mr. Koxgerr. That is fine. We think it must be a misunderstanding 

anyone would want to take that out of any bill. 

We also feel another very important point, and this is something 
hat dosen’t necessarily require legislation, but certainly it is some- 

ng that the executive branch of the Government is doing that hurts 
. American merchant marine, that is, we think there should be 
smut and effective action by the United States Department of State 

) prevent acts of discrimination by other nations against merchant 

essels or commercial aircraft of the United States. Similarly, all 
lepartments of the United States Government, whose functions touch 
upon our foreign commerce, are urged to give equal treatme nt to all 

erchant ships and commercial aircraft of all flags, except in those 

ses where other action is dictated by developments in the inter- 

itional relations of the United States and is authorized by the 
Department of State. 

I think the chairman is quite familiar with some of the discrimi- 

itory action. 

The Cratrman. I have held a lot of hearings on it. Some we have 
orrected and some we haven’t. It isa continuing process. You don’t 
need legislation. We are fortunate in international air that we have 
pretty much an agreement with all the nations in the form of a treaty, 
but we have no such marine agreements with other nations, except in 
general treaties, but they constantly are abused, and the only thing 
[ suggest is, in handling merchant marine, that every time you get 
an instance of abuse that is factual, get it to us. We find many times 
we can get it straightened out by calling the embassy of the state that 
s involved, and other times by discussing it with them. 

It has been mainly in South American countries—we might as well 
be honest about it—in fees and priority of dock space and light- 
house fees and pilotage fees, all kinds of little things that I am sure the 
reliable abraint in these countries don’t really commend. It is just 
those things that happen. The best thing to do about that—I think 
= the merchant marine people know that—when you get an incident, 

us have the facts. We are usually pretty successful in getting them 
aa up. That doesn’t mean that 6 months later somebody won’t 
do it all over again. But that is the only way you can keep at them. 

Mr. Koxser. Thats right. 

We also think that prompt and effective action by the Federal Mari- 
time Administration and the Interstate Commerce Commission to 
rehabilitate the domestic coastwise and intercoastal steamship serv- 
ces isextremely important. 

We have, as I said before, been a maritime city. We used to see 
these intercoastal and coastal ships come in sometimes three times a 
week. Now we are lucky to see them once a month. There are all 

rts of factors that are involved and it certainly deserves a study. 
We think that is probably the backbone of the American merchant. 

larine. 

The CuatrrmMan. They are all gone. 

Mr. Koxser. So much for the broad phase of my testimony. TI might 
say that I have some colleagues here who will touch on some of the 

irticular points. I would like to, however, touch on 1 or 2 particular 
points. 

The chamber just the other day, at the request of the maritime di- 

ision, took note of the fact that the Department of Defense has moved 


J 
{ 
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some of their troops down to the California coast and they adopted 
this resolution, which I would, with your permission, like to read. 

The Seattle Chamber of Commerce protests the recent Department of Defer 
decision to change ship operating schedules so that military personnel and their 
dependents being transported to the Far East would, in most cases, be shipped 
out of San Francisco instead of Seattle, and that on the return trip San Frai 
cisco would become the first port of call. It is further recommended that th 
Department of Defense make an immediate investigation of the actual econo! 
involved in the proposed change. 

I might say, for the record, too, that mileagewise there isn’t any 
question but ahaa this northwest port, Seattle, is 582 miles round 
trip closer to Yokahama than is San Francisco. This, in effect, is thi 
gateway to the Orient. 

The Cnarrman. It is more than that for a round trip, isn’t 
Isn’t it more than that ? 

Mr. Koxkser. My calculation shows 582, yes, sir. I could be wrong 
but that is almost 2 days. And tod: ay a ship is worth a devil of a lot 
of money. Every day you have a ship out at sea, if it is one of these 
big P-2’s ,why, it amounts to $5.000 or $6.000. So I don’t see how the 
Department of Defense can stand behind an economy of that kind. 

The Cuamrman. No one has ever answered that question yet, how 
you can do it more economically by going more miles. 

Mr. Koxser. We are just anxious to have it in the record because 
we think it is important. 

The Cuatrman. No one has ever answered that. I don’t suppose 
anyone has ever asked the question in more different ways or on mor 
different occasions than I have, and I have never had it answered vet 

Mr. Koxser. The answer we want is to have the ships back it 
Seattle. 

The other point that I would like to bring up, and I believe that 
the chairman has previously had this before him, and I am not sure 
what the status is at this point, but this is just another deterrent to 
American-flag shipping, and that is we are not permitted, if a vessel 
arrives from a foreign country under quarantine after 6 p. m. or be 
fore 6 a. m., to have quarantine examination, and so the a sits 
in the middle of the bay and waits for the quarantine doctor to come 
out. We are anxious to be permitted, if necessary, to pay the over 
time to the quarantine doctor to come out and clear that ship when 
she arrives so she can go to the dock and start her work and get 
through and get out again so that we don’t have to waste all of this 
money. 

The CHatrman. I have a bill in, and the Labor Committee has told 
me they will have hearings on it the first part of February. 

I know, Don, there are many other things, and all of us have dis- 
cussed them many times before, and many of them are in the record 
pertaining to maritime matters. Of course this committee is not only 
interested in but we have direct jurisdiction over it. We are making 
some progress, but not all we like, and we are going to keep at it. 

Mr. Koxser. I appreciate that very much, “and I appreciate the 
chance to talk. 

Mr. Scuorrren. I would like to ask Mr. Kokjer here, on “FE,” on 
page 2, where you say to rehabilitate the domestic coastwise and inter- 
coastal steamship services, as just a thumbnail approach to it, what 
would you suggest ¢ 
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Mr. Kok! R, I think probably we should make some advancements 
cargo handling techniques to the extent that possibly it would re 
e the cost. 1 think there is a possibility that some of the rate 
iking might be a problem that should be viewed from the standpoint 

f competitive rates in long hauls between the various types of tran 
ortation. We could all work toward various ends, but I think pri- 

wily the improvement of port facilities and the reduction of costs 
hus gained would be of inestimable value. 

Mr. Scurerren. Of course the way it is now it is largely seasonal, 
n't it, on some of this? For instance on your passenger travel. Of 
ourse you want to get beyond that. 

Mr. Koxsrer. We are talking primarily at the moment about the 
argo ship rather than the passenger. We would eventually like to 

vet back to the passenger business. 

Mr. ScuorrreL, You are thinking of both ways, north as well as 
outh, this whole thing? 

Mr. Kokser. Yes, sir. 

Mr. Scnorprent. Do you think a good reflective study would demon- 
trate where some of these, well, discouraging or cost factors that 
are making it hard for you to operate under now would develop where 
you might make some readjustments ? 

Mr. Koxser. I think that is absolutely correct. I think there could 
be some readjustment in the cost factors to the steamship operator 
point of view where he could reduce his costs by more modern methods 
and facilities, and I think some of the competitive factors that are now 
being faced by the steamship carriers are also factors to be taken 
in consideration. 

The CuatrmMan. The Panama Canal. 

Mr. Koxser. The Panama Canal is another. 

Mr. Scnorpret. No further questions. 

The CuatrmMan. The committee will recess for about 10 minutes to 
vive the reporter a rest, and then we will hear from Mr. McCurdy 
next. 

(Thereupon a short recess was had.) 

The Cuarrman. The Committee will resume its hearings. 

The next witness on the list is H. W. McCurdy, president of the 
Puget Sound Bridge & Dredging Co., operating all over the east, 
west, and south Pacific. 

[ understand, Mac, today, you are representing also the maritime 
group of the Chamber? 

Mr. McCurpy. That is correct, Senator. 


STATEMENT OF W. H. McCURDY, PRESIDENT, PUGET SOUND 
BRIDGE & DREDGING CO. 


Mr. Chairman and gentlemen, I take pleasure in presenting to this 
distinguished committee a resolution adopted by the board of trustees, 
Seattle Chamber of Commerce on October 7, 1955. This resolution 
has for its major purpose an urgent request that action be taken 
promptly to assign to the west coast a fair share of the shipbuilding 
work which is financed by the Government. Back of this major pur- 
pose lies the fact that the west coast as a whole has not heretofore 
been given a fair break in ship construction contracts, and Seattle 
in particular is being denied its rightful place as a maritime port. 
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The total effect brings injury not only to Seattle but to the wh 
Puget Sound area and the State of Washington, and, indeed, to t 
nation and the national readiness for defense. 

As is well known, the shipbuilding industry in the Port of Seatt}; 
and the Puget Sound area has a long record of shipbuilding excellen 
ranging from small wooden vessels to large steel ships, including a 
battleship and several cruisers. The quality of such ships has trad 
tionally been of the highest, and os caliber of Seattle’s shipbuildin, 
talents has always been cause for favorable comment by governme: 
representatives. ‘Thus, there is no ind of shipbuilding work, withi: 
reasonable limits of current facilities, that cannot be satisfactorily 
performed in Seattle. : 

[ would like to add at this point and call to your attention that 
1906 there was a first-class battleship built in Seattle, the Vebrasi: 
There has been a tremendous tonnage of ships produced on the we 
coust, 

The cost of ships built in private yards in Puget Sound, or even « 
the west coast, deserves consideration. Despite the high efficiency o! 
our labor force and our favorable weather, the higher transportatio 
costs for steel, machinery, and other materials militates against u 
The Government has recognized this providing a differential in fav 
of the west coast for Maritime Administration contracts. But ther 
is still another factor of very great importance which penalizes we: 
coast shipyards in competition with eastern yards. This factor 
the disparity in Government-owned shipbuilding facilities which ar 
available for free use virtually in the various shipyards. While th 
west-coast vards have but a modicum of such facilities, many of t] 
eastern yards can in some cases utilize more Government-owned facil 
ties than are owned by themselves. Thus it is apparent that the award 
of shipbuilding work on the strict basis of competitive prices is un 
fair to west-coast industry and to west-coast labor. 

The CratmrmMan. By those facilities you mean the subcontract facili 
ties, don’t you? 

Mr. McCurpy. Not necessarily, Senator. In many instances thi 
facilities within the yards themselves or adjacent to the yards a1 
available, 

The Cuamman. That was built up during the war to help with our 
shipbuilding effort, and they are still there and can be used ? 

Mr. McCurpy. That is correct. 

Mr. Scuorprer. I have heard, I don’t know how true this is—your 
chairman here will probably know—that a lot of this turns on the cost 
differential. It is not on the type of labor or the skilled labor that 
goes into it, but it is the big difference in the costs. 

Mr. McCurpy. Senator, as I go along with this statement I think 
that I will cover that point, sir. 

Mr. Scnorrre.. I see. 

Mr. McCurpy. The national defense considerations are extremely 
important. The Government has on a number of occasions recognized 
the need for maintaining the shipbuilding industry on the west coast 
It is essential to the national defense yet it has been permitted t 
languish and almost die out so far as steel ships are concerned. 
Currently the only ships being constructed in the Northwest are tw 
destroyer escorts, and the whole west coast is not much better off 
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| currently there is a large upsurge in shipbuilding projects, but 
re seems to be little thought given to the importance of doing a 
‘share of the work in west coast shipyards. Thus the potential 
ie of shipbuilding know-how on the west coast is essential to the 
fety of the Nation. 
Wispe ‘rsion these days is deemed mand: atory. Yet we see an ever 
‘asing concentration of shipbuilding in eastern yards. What is 
Vi value of reasonable dispersion of shipbuilding to the national de- 
se? Perhaps no price tag can be put on it, but obviously it is worth 
1e thing, some import: int consider: ation, even if not of pr ice, 
During the Korean War the Puget Sound area, and. in fact. the 
st coast as a whole, obtained a considerable number of shipbuilding 
tracts for wooden vessels. Our yards were able to ¢ ompete success 
ly because of very efficient labor for this specialized work, and 
ely because of the ready availability of lumber in these parts. 
\\ these contracts are about to run out due to the need for mine 
epers, et cetera, having been nearly met, the technical skills are 
y dissipated. There are two points here: 
1) ‘The current comparison of private contract values between west 
t and eastern yards shows a much less favorable position for the 
st than formerly, and 
4h) The technical skills used on wooden vessels for machinery work 
| outfitting could be utilized readily on steel vessels if contracts were 
theoming. Thus, shipbuilding skills are te wie to deteriorate in 
West while the East is enjoying an upsurge in shipbuilding con- 
‘ts and shipyard employment. 
In a recent press release the Secretary of the Navy stated that in 
irding contracts for the 1956 Navy shipbuilding program there 
ild be considerations other than lowest bid depending upon the re- 
rements of national defense. His position is in accord with previous 
tion by the Navy Department in awarding contracts for ship con- 
ruction on the east coast to other than the lowest bidder. Thus the 
olution adopted by the Seattle Chamber of Commerce is not out of 
, but rather is in accord with Government policy. We agree with 
Secretary of the Navy that to a great degree the overall consid- 
itions of the national defense should govern. 
Now, with regard to the specific items of action for shipbuilding 
ntracts urged by the Seattle Chamber of Commerce I am in hearty 
cord with them and I desire to restate them here. But first I want 
) make it clear that I do so not because I am financially interested 
shipbuilding contracts, but because I am a member of the board of 
istees of the chamber of commerce and as a lifelong resident of 
izet Sound I am intensely concerned about its maritime health as 
ell as the well-being of its industry and its labor. In the overall I 
card the action of the chamber as a matter of basic principle: First, 
cause it is good for the national defense; second, because the com- 
inity is entitled to its fair share of shipbuilding work; and, third, 
‘ause it is readily practicable, requiring no legislative action, only 
ministrative decision. 
In conclusion I shall quote the resolution adopted and furnish 
mment under each specific item. 
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The Seattle Chamber of Commerce urges the second session of 
84th Congress to request favorable administrative action by the N 
Department and the Maritime Administration on the following: 

(a) That all shipbuilding and conversion programs which are financed 
whole or in part by the Government be assigned proportionately so that w 
coast shipyards receive their fair share. 

This would mean a lot of shipbuilding for the west coast, where noy 
there is very little. The recently public ized programs to be G 
ernment-subsidized indicate a boom in shipbuilding, especially wher 
added to the privately financed projects in the East. If the time was 
ever ripe for the Government to take favorable action to improve th 
west-coast shipbuilding potential, it is now. 

(b) That fixed price contracts for such ships as are assigned be by dir 
negotiation whenever practicable. 

It is understood that negotiated contracts are entirely within th 
law, and are certainly justified on the ground of improving the na 
tional defense. Parenthetically it might be noted that our Govern 
ment has thus acted in favor of certain fore ign countries in order 
preserve their shipbuilding talents and to build up NATO defens 
Negotiated contracts are not necesarily noncompetitive, as is sometimes 
assumed. 

(c) That where contracts are dependent upon low bid, there be a differentia 
to compensate for the higher costs of construction on the west coast. 

This can apply only to certain projects pertaining to the Maritime 
Administration as now covered by statute. 

(d) That whenever contracts must be awarded solely on the basis of low b 
that a fair share of the program, whether naval or Maritime Administration 
be restricted to west-coast bidding. 

Here is a fair and practicable solution to the problem if other steps, 
such as specified, fail to produce a proper proportion of shipbuild 
ing on the west coast. This solution is legal, and requires only admin 
istrative decision. Such decision is justified by the necessities of na- 
tional defense. 

And then I would like to add, gentlemen, that the American Legio 
at its national convention in Miami, Fla., has within the past few 
days gone on record regarding distribution and dispersion of ship 
building and ship repair in the interest of national defense. For se\ 
eral years this matter has been considered by the American Legion 
as being less than satisfactory, and although Committee action had 
been taken, the convention as a whole withheld action. Now, however, 
the American Legion has gone on record to point out the necessities 
of national defense with regard to providing private shipyards on 
the west coast with their fair share of Government work. As pre 
viously stated in this brief, the principle involved can be put into effect 
promptly by administrative action. 

The resolutions of the American Legion are as follows. 


RESOLUTION 274.—SHIPBUILDING AND REPAIR 


Whereas it is necessary for the national security of our country that adequate 
shipbuilding and repair facilities be maintained in such manner as to take care 
of the needs of vessels of the Navy, Army, and Maritime Administration in time 
of peace and to be able to expand rapidly such facilities in time of war, and 

Whereas the troubled world situation has made imperative that the fleets 
be kept in an ever-ready condition to meet any emergency which requires th: 
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naval and private shipyards be sufficient in facilities and manpower to 
ire the maintenance of such condition, and 
Whereas in order that west coust, gulf coast and Great Lakes Shipyards, i 

tion to those of the east coast, be maintained 


in an eflicient manner, it is 
ssary that they have a continuous workload of vessel 
iir: Now, therefore, be it 
‘csolved, by the 37th Annual National Convention of the Ameriean Le gion, 
embled in Miami, Fla., October 10-13, 1955. 

That the Congress of the United States provide in each appropriation 


n each authorization for shipbuilding and repair that invitations t 


construction and 


( 
al 


competitive basis for a fair percentage of the work 
st, gulf coast, and Great Lakes shipyards: 

Phat the Department of Defense be authorized and 

ards on all coasts and the Great Lakes a fair proportion of prototype ves 
to be constructed for the Army and Navy ; 

That adequate facilities to provided and maintained in Pacific 
yvards to repair naval vessels of any size and type. 


directed to allot. te 


Coast nay 


RESOLUTION 1.—StTUDY OF SHIPBUILDING AND REPAIR 


Whereas the continuing decrease of employment and workload in the privately 
ed shipyards of this country since World War IIL is a matter of great con 
affecting the national security in the resulting inability to 


Inaintain ade 
te facilities for repair of naval and merchant vessels in the event of war 
f any great emergency, and 

Whereas the Hoover Commission, recognizing this condition, 
vressional investigation of the problem; and 
Vhereas in the last session of Congress, H. R. 6559 was introduced calling 

r the appointment of a Commission to make a thorough and complete investi 

tion and study of the effect on the private shipbuilding and repair industry of 

e construction and repair of naval vessels in government shipyards: Now, 

erefore, be it 

Resolved That the American Legion in its National Convention assembled 
Miami, Fla., October 10-13, 1955, approves in principle H. R. 6559 and urges 

it or Similar legislation be promptly enacted by the Congress of the United 


recommended 


Mr. MceCurpy. U don’t know whether your question has been an- 

red or not. 

Senator ScrorprenL. Ina way. 

Mr. McCurpy. I might add that you gentlemen would probably be 
nterested in the fact that this freight differential is very important 
ecause about 70 percent of the total dead weight of a ship is in 

aterials and equipment, machinery that is manufactured in the 
ndustrial centers in the East. And for an example, we spoke of the 

vo D. Es that are presently under construction here, Senator 

\Inonuson,. and taking a ecarload of 40.000 pounds to the unit. The 
wilers are built in Cleveland. 'To ship those boilers to New York 
onld cost $456 as a carload unit, and to Seattle $1,628 or $1,172 
lifferential on the boilers per 40,000 pound unit. And that is why 
he suggestion appeals to me of having the work, if it is to be bid on 
competitive basis, a certain portion of it be bid in the west and 
ve the west coast bid competitively for that area. 

The Cuatrmman. This is what we did in 1938. IT got an amendment 
0 the appropriation bill for naval appropriations which established 
the 6 percent, and then subsequently got the law passed to the Mari 

me. Of course it was a differential of 6 percent in those days. It 

now closer to 10 and 12. T would think. It is not adequate. During 
war every one found out, to rehabilitate, is our whole merchant 
rine problem. It cost us some S93" or $33 billion to bring it back. 

d it earried 35 percent of all the military cargo. If we had 
subsidized it, just doubled the subsidies, why, we would have saved 


5G 19 
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percent of our money. They found that they had to have t 

‘st coast pool—it was the most important thine we had—beea 

he labor poo] in the Kast was needed by all the other big indust) 
that surround the shipyard or the areas. They did adopt a pol 
I hich if the \ had Bo ships to build, they would say, we will bu 
7 on the west coast, 7 on the east coast, 6 in the gulf. Then the w 
coast people would, in those days, negotiate with them, which y 
know well, Mac. 

Mr. McCurpy. That is right. 

The Cuamman. We were hopeful that that would continue aft 
the war. But then the people down in the Bureau started drift 
back to the basic law that requires cl competitive low bid, whic] 
the law. It isall right for buying pencils or tables or furnishing t 

room, but in shipbuilding, if you carry that to its ultimate ec 
clusion, as any shipbuilder knows, and as the witness well kno 
Senator Schoeppel, you build 3 of 1 type of ship and they wat 
more, you can pretty nearly outbid anybody. 

Mr. McCurpy. That is right. 

The CHarrman. So pretty soon we are drifting into again what 
we drifted into before that cost us hundreds of millions to get out of 
to where you are going to have a concentration of shipbuilding. 

Mr. McCurpy. On the east coast. 

The Ciatrman. On the east coast. and the concentration again 
what we are try ing to get rid of. Even the Defense Department 
made all kinds of talks since World War II about dispersal and 
t f business, but we have never been able to pin them dow! 
mshipbuilding. I dothink there is a consciousness of 1t now, I really 
do. Lithink that with the present Secretary of the Navy, Mr. Thomas, 
and his people, there is a consciousness of it. I think we can break 
this down along the line as you suggested and get it back where 
makes some sense, and actually the cost will be less in the long run 

Mr. McCurpy. That is right. 

The CHairMan (continuing). To the American taxpayer. 

Mr. McCurpy. Senator, you, I presume, are familiar with the fact 
that the differential allowed in the Maritime Commission has bee 
interpreted to mean that it is only applicable if the ships run in thie 
Pacific on approved Maritime routes. Consequently that hasnt 
proven particularly beneficial lately under that interpretation. 

The CHarrman. No. 

Mr. McCurpy. It is only recently that it was helpful in this award 
of the two conversion jobs to the Willamette Iron & Steel in Portland. 

The Cuarrman. There was a long fight, a long fight to get those 

Mr. McCurpy. Yes. 

The Cyarrman. Senator Schoeppel and Delegate Bartlett, we are 
trying to build 20 new tankers for Navy account, private account 
We are hoping we can get some of those on the west coast, but there. 
again, they’d have to adopt this theory which you are talking about, 
which was successful for a long time, and keep the pools alive, the 
labor pools. That is what I am afraid of. Down in your place you 
know what happens if you disperse those skilled labor pools, it costs 
you a lot of money to get back in that kind of business again. 

' Mr. McCurpy. That is right. 

The Cuarrman. And those, of course, probably would go to Sai 
Francisco or the bay area because of the base down there, the big 
tankers. 


1°? 


‘At Sé | 
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Mr. McCurpy. We can build them, Senator. 

Phe Cuainman. You can build them up here, too, but, any 
re talking about the whole west coast, we are not being 

ut his things, 

Mr. McCurpy. Certainly, as an industry we are appreciatiy 

rest that you have had in our affairs and troubles, Senator, 

preciative of this opportunity of making a statement to this group. 

The Crairman. We appreciate it, too, and I think the Navy is 
gsolng to be very cooperative, and I think we have to vet the Mariti 
Board up again. If the law doesn’t allow them to do it, they oug 
to suggest the change necessary, and we can get it made. . Whoa 
ve do have trouble, of course | hate to tell this to these two gentle 
men here with the owe ealled the General Accounting Office. 
Mr. MeCut YY. The GAO. 

The CHAIRMAN. That once in a while they get down our necks. I 
hiddiy’t need to tell these cventlemen. But this Vust makes good sound 


ind economic sense, 
Mr. McCurpy. Admiral Wallon is in the room. As you well know, 
he was former Chief of the Bureau of Ships and he is now interested 
local private shipbuilding on a technical basis. Possibly the admiral 


might like to Say a word or two as to this resolution, if you would care 
to hear him. 

The CuairMan. I would be glad to. 

\dmiral. I know you are in complete agreement with this 
you have had so much experience, 


STATEMENT OF ADM. HOOVER N. WALLON, USN RETIRED 
Mr. Hoover N. Watton (USN, retired). I have had a great deal. 


Gentlemen, since retiring from active duty a few months ago I have 

come settled cows here in Seattle = associated with he maritime 
tivities of the port. I am happy to be a member of the Seattle 
Chamber of Commerce’s mar cae camel tee, and IT have accepted an 
invitation to serve on the mayor’s advisory committee for maritime 
fairs. I had duty here during World War II, the latter part, for 
the whole Puget Sound area, and I am familiar with the talents and 
skills of these parts for building ships, because that Was my busine 
We built many ships here, and I know that the fac ilities are availal 
and are not being adequately used ; that labor is here, the finest quality 

f labor that is available anywhere: and I have been most every wher 
in the United States in this kind of work, which I have meted in 
for about 35 years, and in all ways this is a maritime port. 

To my way of thinking it is languishing as a maritime port 
{ needs some support. There are some reasons appar ntly why 
doesn’t thrive, but it is one of the finest harbors in the world, not onh 
Seattle but all of Puget Sound, and it is entitled to its rightful pla: 

a maritime center of activity, not only for national defense but 
for commerce, being the shortest route to many places. 

[ have been impressed by the attitude taken by labor with regard to 
building ships on the west coast, and I want to submit here a couple 
oples of the Labor Review, which I think sets the thing forth very 
well, better than I can do it. But there is one article headed here, 
“Labor Man Pays Ship Firm for Bidding on Mark.” That was Mr. 
McLaren, of Seattle, who is secretary of the metal trades, and eo 





284 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


mented very favorably on the fact that Puget Sound Bridge & Dredg 
had bid and had gotten a contract for two destroyer escorts al 
thereby gave them employment and retained the skills and talents of 
shipbuilding artisans. 

Likewise in that issue Is an article entitled, “Shipyard Job Slump 
Is Continuing.” And that article is repeated somewhat or continued 

) a subsequent copy headed, “Shipbuilding Depression Continues o1 
Wect ( oast.” These were publ shed in the San I ranciseo Labor Ri 
view and indicate that the whole coast is suffering from the same 
thing that the Seattle area 1s. 

I think that completes my statement, Mr. Chairman. I will be 
clad to answer any questions that I can. 


»Cramman. Thank you, Admiral. I appreciate it, and I know 
»prettv much. 

is of prime national necessity that this be done. It gos 

hy yond the fact that we'd like to have that business here: it goes ay 


yond that. And every time we have some trouble it has been proven, 
as you know, because you went through it. 

Mr. Warton. I am particularly pleased to have the American 
Legion take a stand on this thing. They took a very strong stand. | 
think it is good. It establishes a principle as to national defense, 


and I don’t think there is anv group more concerned with national! 


defense than the American Legion is. 

The Cirateman. Thank vou, Admiral. 

Thank you, Mac, we appreciate your coming here. 

Mr. McCurpy. Thank vou for your attention, gentlemen. 

The Crairman. Mr. Tulley. 

I am taking Mr. Tulley a little out of order because he has to go 
»f town. back to Portland. 

Mr. Tunury. Thank, you, Mr. Magnuson. 

The Cratrman. Mr. Tulley is executive vice president of the North- 


west Canners Association, located in Portland. 


STATEMENT OF C. A. TULLEY, VICE PRESIDENT, NORTHWEST 
CANNERS ASSOCIATION, PORTLAND, OREG. 


Mr. Tuttey. I would like to say, Senator and members of your 
connnittee, that aking for the Northwest Canners Association we 
il Ver appre tive ot the opportunity to appear before your 
committee 

The problem we have to present can be very breifly stated. The 
solution is far from brief or simple. 

The Cuamman. We will put vour full statement in the record, Mi 
Tulley. 

Mr. Tuuiey. Yes. 

The Cuatrman. If you would highlight it, we’d appreciate it. 

Mr. Tuntiry. Yes: thank you. 

[ have with me gentlemen who also are members of your traffi 
cominittee in the Northwest Canners Association : 

Mr. Chester Chase, who ts chairman of that committee, is sales man 
ager of Hollis Bros. Packing Co. at Salem: 

Mr. Max Allen, with me, is traffic manager of Blue Lake Packers 
Cooperative at Salem: and 
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Mr. Larry D. Jones is sales manager of Washington Canners Co- 
operative at Salem. 

They came with me so if there were questions concerning our state- 
ment they would be much better qualified to answer than I. 


This statement is submitted by the Northwest Canners Association, an incor- 
porated nonprotit trade association whose 49 members on the basis of volume 
of pack represents approximately 95 percent of the fruit- and vegetable-canning 
industry of the States of Washington, Oregon, Idaho, and Montana. Packs 
of member firms in 1954 totaled 28,134,208 cases of all sizes, equalling approxi 
mately 525,713 tons. 

From the beginning, the industry has been dependent primarily for the market- 
ing of its products upon the large distant consuming centers of the eastern 
United States and other populous markets east of the Mississippi River. Water- 
borne transportation has played an important part in the development and 
maintenance of these markets on or near the east coast and in the Gulf States, 
with the exception of the war vears. In fact, of the total tonnage of our canned 
goods shipped to these markets during the years 1950 through 1954, 44 percent 
was shipped via the intercoastal water routes. Exhibit No. 1 gives the factual 
data relating to the shipments to the east and gulf coastal area via rail and 
water for the years 1989 through 1954. 


(Nore.—Exhibit No. 1 will be placed in the record later.) 


During recent years intercoastal water shipping space available for trans 
portation of general cargo and canned goods from the Pacific Northwest ports 
has been steadily declining. In October and November of this year only 35.8 
percent as many general cargo landings will be made at Atlantic coast ports from 
Portland and Seattle as in these months of 1954. 


The detail of that is included in exhibit No. 3 to this statement. 


Service has been curtailed to all of the principal ports, and eliminated entirely 
to the South Atlantic ports, including Miami and Jacksonville, Fla.; Norfolk, 
Va.; and Baltimore, Md. 

During past years and until April 1955 the ports of Miami, Jacksonville, Nor- 
folk, and Baltimore were served from the Northwest by the Arrow Line, a 
subsidiary of Waterman Steamship Corp. During that month negotiations were 
started with the McLean Investment Co. through the Pan Atlantic Steamship 
Corp., a subsidiary, for disposition of the Waterman properties, and the Arrow 
Line immediately refused further bookings of cargo. Following the completion 
of the transfer, temporary authority was granted by the Interstate Commerce 
Commission to the Pan Atlantic Steamship Corp. to operate in the intercoastal 
trade. This authority provided, among other things, for the transportation of 
passengers and commodities generally from Seattle and Portland to Philadelphia 
Baltimore, Norfolk, Charleston, Jacksonville, and Miami. Pan-Atlantic has not 
up to the present time, seen fit to exercise its rights in respect to this portion of 
its authority, although it has resumed monthly service from California to Miami, 
Jacksonville, Port Newark, Philadelphia, and Baltimore. 

The latter part of August the Luckenbach Line announced that beginning in 
September former weekly sailings from Seattle and Portland would be alter 
nated between the two ports. 

To summarize, during the fall months of 1955 Pacific Northwest canned goods 
shippers have available to them in addition to curtailed service to all ports, 
intercoastal service of but 1 line (Luckenbach) to North Atlantie ports, with 
the exception of Pope & Talbot, which discharges cargo at Albany, N. Y.; 1 line 

States Marine Lines) to Gulf ports: and no service whatever to South Atlantic 
ports, and Baltimore and Norfolk. The detail of present and previous sailing 
schedules is shown on exhibit No. V, which you can look at later 

The discontinuance of intercoastal water service to South Atlantic ports has 
placed canned goods shippers in the Pacific Northwest in a precarious competi 
tive position in those markets 

Exhibit No. II shows in detail the record of past shipments to these ports 
via the intercoastal water routes, and contains estimates of the tonnages ay 
able for such shipment during the current marketing year. Totaling 62,502 
tons, this estimated tonnage exceeds that so shipped during each of the 2 previous 
years 
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The alternative to water shipment is by rail. Comparative costs of shipm: 
to Baltimore, Md., and Jacksonville, Fla., both of which are representative points 
are as follows: 


I have outlined on page 3 the comparative costs by rail and by water 
‘] 


2 representative destinations, Baltimore, Md., and Jacksonville, Fla, 


Portland, Oreg., to Baltimore, Md. 
RAIL WATER 


Carload rate, cwt., 60,000 Ibs. Published Conference rate, mini- 
minimum >1. 76 mum 20,000 lbs., per cwt 


Federal Tax, cw .053 | Federal Tax, cwt 
Wharfage, cwt 
PME ris sect eens .813 | Marine insurance, @ 
$100 invoice value, cwt 


Total 
Portland, Oreg., to Jacksonville, Fla. 


Carload rate, cwt., 60,000 lbs., minimum 
Federal Tax, cwt_ ~~~. 


Total__- = 
As above, total___ 


1To this total would be added the cost of drayage, if any, from terminal dock 
Warehouse of buyer 


The above differences in transportation costs will often determine whether a 
eanner in the Pacific Northwest can make a sale or will lose it to a competitor 
in some other area, such as California, having similar transportation charges 
Canned fruits and vegetables are produced in immense volume, and the industry 
is one of the most competitive in existence. Profit margins are extremely slender. 
If the canning industry of the Pacific Northwest is to continue to prosper 
must continue to have access to all of the markets of the United States by all 
possible methods of transportation. The withdrawal of service to the South 
Atlantic ports has already had an adverse effect on our sales in those market 
areas. Business has been lost to our competitors in other areas, and once lost, 
will be difficult if not impossible to regain. 

Mr. Scnorrpen. I would like to ask you at that point. What really 
caused the discontinuance of that intercoastal service there? 

Mr. Tuxtey. As stated to us by the representatives of the water 
lines, failure to make a profit on the transportation. 

Mr. Scnuorrret. In other words, the cost differential after their 
entire cost of operation ? 

Mr. Tuxttey. Simply on the transportation of canned goods they 
have felt that their costs outweighed their income on the transporta- 
tion . Now, bear in mind that changes in ownership has taken place, 
which at the same time the sailings have been curtailed, and the new 
operators apparently are resuming such business from the West Coast 
as they feel will net them a profit and leaving the other ports of origin 
out of the picture, such as Portland and Seattle. 
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ie Curtailment of water service to other Atlantic and Gulf ports 4 
cing it more difficult to market canned fruits and vegetables in those ar 
hould also be pointed out here that from the standpoint of the 
fare of the intercoastal merchant fleet, if a substantial tonnage 
ned goods transportation which it once enjoyed is diverted to other 
transportation, the chances to regain this remunerative business 
eed. 
his is the situation in intercoastal shipping, as viewed from the standpoint 
the Pacific Northwest fruit and vegetable canner. At the present time we 
e no constructive suggestions for its improvement, but we regard the prob- 
as acute, from the point of view alike of the agricultural and other pro 
ers of the regions, the steamship companies and the national welfare. We 
el we would be remiss if we did not take this opportunity to point out the 
yblem to responsibe governmental bodies and to others who may be of assistance 
reaching an ultimate solution. 


ult 


are Siim 


[ would like to add very briefly that our association, covering three 
States, Oregon, Washington, and Idaho, has not sat back and hoped 
tirely. We have been actively negotiating since early August with 

e waterlines now continuing in business, either from California or 
from the Northwest, as to possible renewal of service. We have not 
met with any success to date. We have also lent what assistance we 
ould through the kind offices of Senator Magnuson and others in 

Congress in an attempt to bring about a more realistic application 
f charges for Panama Canal passage, and it is my understanding 

iere is a bill in Congress, in the Senate, I believe. now to attempt to 
orrect that situation. 

That is about the limit of what we have been able to do. 

Now, since this statement was written the end of last week, Pope 
& Talbot, Ine., have advised us that they are going to experiment 
with inclusion, on a ship soon, the latter part of this month, inclusion 
of Baltimore and New York City and Philadelphia as ports of landing. 
Such experiments, of course, leave a lot to be asked for and it is 
loubted that unless they can set up a regular schedule of sailings and 
landings that any material benefit to the canned goods shippers 
will be derived from such experimental trial sailings. 

The Crairman. It is a most difficult problem. We have all been 
looking at it. 

Mr. Tuttry. We know you have, Senator, but we felt this problem, 
is far as we were concerned, should come before the committee. We 
ope we can be constructive and helpful in any solution. 

The Cramman. It is a long pull matter, but every once in a while 
ou have to get everybody in and overhaul the whole rate structure, 
rate discriminations or rate inequities or rate schedules of some of 
these major points of the United States, both water, rail, and truck. 
The ICC, I suppose, is constantly in the problem, but the trouble 
with that problem is that they take a segment here and a segment 
there and by the time this one is solved there is another one over here 
that has become quite a bit of a hodgepodge. The handling costs, 
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of course, are a large part of the problem. 
of the revenue. 

Mr. Tutiey. That is very true. 

The Crarrman. I don’t know, but possibly the ultimate ans 
might be better handling facilities so it can be done more economical} 
Mr. Tuniey. As was pointed out, I believe, in the statement of 

representative of the Seattle Chamber of Commerce, that is one 
portant avenue to approach of ability to compete on the part of water 
lines, more efficient handling. 

The CHatrMan. We have even gone so far as to give money to 1 
Maritime Board to do some experimenting on their own on that 
the hopes it can be passed on to the operators; so they might be able 
to make this thing work. But we will continue to do all we ean 

Mr. Tunney. Thank you very much. 

(The following information was supplied :) 


They are about 55 perc 


STATEMENT OF NORTHWEST CANNERS ASSOCIATION 


Exuirit No. I Shinment of canned fruits and vegetables from Washina 
Oregon, Idaho, and Montana to designated Atlantic and qulf coastal area 


rail and water transportation during years 19359, 1940, and 1946 a4 


Water 
| | 
} South At- | 
} lantic and 
Gulf pcr 


20, 914 
25, 432 
199, 561 
130, 149 
118, 474 
100. 706 
94, 971 


§ 705 


» 42] 


& 
81. 707 
® 

wU). 368 


, Pennsylvy 
1a, Georgia, Florida, Alabama. Mis 


uding Norfolk, Va 


Norfolk, Va., and all Gulf ports 





] 


le sail 


ing int 
J wntercoast 
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Exuipir No. 1V.—Vessels sailing intercoastally from California 


September October Totals 


1954 1955 1954 1955 
Brooklyn 

Port Newark 

Boston 

Philadelphia 

Baltimore 


{ 1 
\ aml 


Jacksonville 
Norfolk 


Albar \ 
Providence 
New Haven 


lotal landings 
Percent of 1954 


Source: Published schedules of intercoastal waterlines. 


ExHIsBIT No. V.—Intercoastal service 
PREVIOUS SERVICE 
Seattle, Portland, California, to Brooklyn, Port Newark, Boston, Philadelphia 
Weekly service (Luckenbach, Arrow). 


Seattle, Portland, California, to Miami, Baltimore: Twice monthly (Arrow) 


Seattle, Portland, California, to Norfolk, Jacksonville: Monthly on alternate 
stops (Arrow). 


California only to New Haven: Twice monthly. 
Albany, N. Y., is on monthly basis. Portland loading bypassed at times. 
PRESENT SERVICE 

Seattle, Portland, California, to Brooklyn, Port Newark, Boston, Philadelphia 
Weekly service (Luckenbach). 

California only to Miami, Jacksonville: Monthly service (Pan Atlantic). 

California only to Norfolk, Baltimore: Twice monthly (Isbrandtsen). 

California to New Haven eliminated. 

Albany, N. Y., on monthly basis omitting Portland as port of loading from 
time to time. 

RECAPITULATION 

Luckenbach (weekly service) : Seattle,* Portland,’ California to Brooklyn, Port 
Newark, Boston, Philadelphia. 

Pan Atlantic (monthly service) : California only to Miami, Jacksonville, Port 
Newark, Philadelphia, Baltimore. 

Previous service, Seattle, Portland, California: To these ports twice monthly 
except Jacksonville which alternates with Norfolk. 

Isbrandtsen (twice monthly) : California only to Brooklyn, Norfolk, Baltimore, 
Philadelphia. 

Pope & Talbot (monthly service): Seattle, Portland, California to Albany. 
(Portland omitted from time to time.) 

1Portland and Seattle will be alternated each week as ports of loading effective in 
September 1955. 


Source: Published schedules of intercoastal waterlines. 
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ExHIsIt No. VI 


ORDER 


\t a session of the Interstate Commerce Commission, Division 4, held at its 
office in Washington, D. C., on the 18th day of May, A. D. 1955. 


No. W-3876 (Sub-—No. 11) 
Pan-Atlantic Steamship Corp. 
Temporary Authority—Intercoastal Trade 
No. W-376 (Sub-No. 12) 
’an-Atlantic Seamship Corp. 
Temporary Authority—Intercoastal Trade (2) 


Pan-Atlantic Steamship Corp. having made application under the provisions of 
section 311 (a) of the Interstate Commerce Act for temporary authority to oper- 
ute as a carrier by water, in interstate or foreign commerce, and having shown 
that there is an immediate and urgent need for the service specified below and 
that there is no other carrier service capable of meeting such need; and the 
division so finding, therefore: 

It is ordered, That applicant be, and it is hereby, authorized to operate as a con- 
mon carrier by self-propelled vessels, in interstate or foreign commerce, in the 
transportation (1) of passengers and commodities generally (a) from Phila- 
delphia, Pa., Baltimore, Md., Charleston, S. C., Jacksonville and Miami, Fla., to 
Seattle, Wash., Portland, Oreg., San Francisco, Oakland, Alameda and I.os 
Angeles Harbor, Calif., (0) from San Francisco, Oakland, Alameda, Stockston 

d Los Angeles Harbor to Boston, Mass., New York Harbor, N. Y., Philadel- 

ia, Baltimore, Norfolk, Charleston, Jacksonville, and Miami, and (c) from 
Seattle and Portland to Philadelphia, Baltimore, Norfolk, Charleston, Jackson 

e and Miami, and (2) of passengers between New Orleans, La., and Houston, 
Tex., on the one hand, and, on the other, Seattle, Portland, San Francisco, Oak- 
land, Alameda, Stockston, and Los Angeles Harbor. 

It is further ordered, That in the exercise of the authority specified above, 
said carrier shall comply with all applicable requirements of the Interstate Com- 
meree Act and the orders, rules, and regulations of the Commission thereunder. 

ind it is further ordered, That this order shall continue in force to and inelud- 
ing November 14, 1955, unless sooner suspended, modified, or set aside by further 
order of the Commission. 

By the Commission, division 4. 


[SEAL] Haroitp D. McCoy, 
Secretary. 

The Crairman. I don’t think we have any questions of the other 
gentlemen, of the gentlemen you brought with you. 

It is now 4:25. The only reason I cut in with Mr. Tulley is that 
they do have to get back to Portland. 

Off the record. 

(Thereupon a short discussion was had off the record.) 

The CuarrmMan. The committee will please come to order. 

Mr. McLaren, we will be glad to hear from you. 

Mr. McLaren is secretary of the Seattle Metal Trades Council, 
which is composed of men who are vitally interested in this shipbuild 
ing and ship repair. 
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STATEMENT OF M. E. McLAREN, SECRETARY, SEATTLE METAL 
TRADES COUNCIL, SEATTLE, WASH. 


Mr. McLaren. Mr. Chairman and gentlemen: I have with me co. 

derable supporting re press ntatives of other labor unions who are 
directly involved in the waterfront situation. I know that there are 
two who have a short statement to make, if possible; one from the 
machinists and one from the boilermakers. 

Phe Cuarmman. All right 

Mr. McLaren. Mr. Chairman, it is rather difficult to know just 
where to start. I think the best thing I could do would be to show 
you a graph of the labor situation, beginning with last July, and con- 
tinuing through up till June. 

The oreen line represents the labor in the shipyards here in this 
area. It shows the number of man-hours involved, with the exception 
of the machinists’ organization, who are not in that graph. 

The Cuarrman. About how many men, Mac? 

Mr. McLaren. The man-hours are on the side there. 

The Cuamman. Yes, but how many men ? 

Mr. McLaren. I will give you that in just a second. 

The Cnarrmman. What would 280,000 man-hours mean ? 

Mr. McLaren. In January this year we had 3,710 men employed in 
the shipyard. 

The Cuatrrman. That would be 

Mr. McLaren. February 3,650; March 3390; April 3,290; May 
3,950; June 3,840; July 3,180; and August 2,750, or over an 8-months’ 
average we had 3,470 people working in the shipyards, which, of 
course, we consider as terrible. 

These figures have been taken from the employment security divi 
sion of the State so they are as accurate as we can get them. 

In January of this year the whole Pacific coast yards had only 
percent of the total yard employment. As opposed to that, and this 
information I have here is from the metal trades department, who have 
kept me informed of the lack of shipbuilding in the United States. I 
have communicated the past number of vears with Senator Mag 
nuson repeatedly pointing out to him the situation particularly in 
the Puget Sound area and I don’t think anyone in Congress could be 
more familiar with the situation than he is. 

In Holland, for instance, a country the size of the State of Maryland, 
they have approximately 50,000 people employed with 300 shipyards. 
Last year Germany turned out 883,000 tons of shipping, and this year 
it is expected they will turn out 900,000, Last year the Germans had 
268 launchings. Out of this total 41 were tankers that Mr. McCurdy 
mentioned awhile ago, and Admiral Wallon touched on briefly, that 
they have been trying to get out here on a competitive basis, and I 
have some bid figures here which I think indicates very clearly that 
our bid was 1n line with the east coast. 

The Crratrman. Mac, are those on tankers to private accounts ? 

Mr. McLaren. Yes, these were for private accounts. 

Of these 41, 15 percent of the world production, the United States 
yards launched 23. Last year Sweden launched 544.311 tons of mer 
chant ship ping, an increase of almost 60,000 tons over the previous year. 
Norway 217,457, an increase of almost 11,000 tons. And we are 
sitting here in Seattle with a work force second to none, and we are 
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faced constantly with sporadic and intermittent employment to 1 
extent that our people come here when we have a large job that they 
at least suppose they will have from 3 to 6 months’ work, and the: 
they will scatter to the four winds, then it is necessary for our yard 
to recruit new people, and we have to try wherever we can find people 
and train them to fill these positions. 

As you know ve ry well, Senator Magnuson, the program we had 
during the war, which Admiral Wallon mentioned, the trainee pro 
gram, and the time it took us to train skilled workers. Our prod 
tion has been comparable to any production in the United States, as 
evidenced by figures of which I have here, which are not necessary 
to repeat or to bring up at this time, because we produced them before. 

We feel that our port is one of the finest. I understand the Senator 
here comes from Kansas. Even in Kansas they don’t have any port 
like we have here in the Puget Sound area. 

Mr. Scnorrren. That is right. 

Let me ask you something. It may be a touchy subject but I thir 
there is an impression going around in different sections of the co 
try that may be a carryover from some of your dark bleak days 
your production out here, there used to be a lot of talk about hav 
a world of work stoppages and tieups. Has that been mostly elim 
nated? I think you get a carryover in the minds of a lot of peo) 
You mentioned abeut vour production records and +g man-hour: d 
you have that broken down in such form that that can be used 1 

eally show what your final production efforts have con per man-hor 
in relation to some of these other sections of the country who always 
say we can turn this thing out better back here per man-hour? Is 
that trueornot? Idon’t know. 

Mr. McLaren. Senator, some several years ago when our present 
mayor took over the office of being m: vor of the cit y of Seattle, alm: 
immediately upon the request of some of us who were deeply cor 
cerned, and on his own initiative, he formed what was called t 
mayor's maritime advisory committee. It was designed fcr 
prevent work stoppages along the waterfront. At that time there 
were a lot of work stoppages which affected our trade with Alaska: 
affected our trade with the Orient; and it affected our coastwise trace 
Since that maritime advisory committee has been in action, we ha 
had, I think, one temporary work stoppage, amounting to about 
days’ time, caused, I think, by the radio operators. I vaguely remei 
ber, but I think it was the radio operators. But on the whole. 
have been successful in stopping or preventing the stoppage or a 
slownp or tieup of our transportation facilities as far as shipping 
concerned. I will grant you that prior to that, back in 1937, a 
from there on up to the 1940’s, we had quite a number of wor 
stoppages. 

I think at the present time we can safely say that there are no 
stoppages in the Puget Sound area and haven't been for quite sor 
time 

Mr. Scuorrren. T am glad to have that in the record, because, as | 
recall, my State and my area is inland, as you know, but we get 1 
vertisements and we heard, and when I went back to the Natio 
Congress, you know, the southern ports, as you know, mainly hav: 
been built up in shipbuilding activities, and we'd hear from dow! 
there, well, a minimum of work stoppages, you can rest assured t! 
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u wont have any of the trouble that appears in other sections of 
ie country. 
you are mentio1 


That ought to be expressed, the very thing 
ere. I alm clad to see this YO Into the record here because I know 
‘ back there it us sed to be heralded around this difficulty 
fic ulty, and there is a lot of 
bout that. 
Mr. Mi LARI N. Senator, if we — the record 1h New York 
for work stoppages, we would have something to bi 
Mr. Scuorrren. | grant you that. 
Mr. McLaren. During the war, I think it was one-t 
ent, if | remember correctly, we had around about oh pDeonle 
ploved, and there wasn't. ] don’t believe Z work stoppages dun hey 
e whole war period. I was on the waterfront t 
I was right in close touch wit ors 
he CHatRMAN. Whereas, Mac, there has been some 
ted In the past In the mean ition field proper, 


; and that 
Carryover iha lot of people’s minds 


ashamed of. 


entage on construction and in ship repair itself would 

settee low. 

ie. McLaren. Well. I don’t think it would be 

t any particular union and say this one ear 

The CHatrmMan. No. 

Mr. McLaren (continuing). Or that one caused the trouble a4 ut 
ir’ rec ord as far as shipbuilding and ship nei is concel ned, rs hi 

is as good a record as you could find anywhere in the United Siates 

anvwhere else in the world, for that matter. and I am proud of it. 


] 


hat we did 


We have had a lot of letters of commendation because of 


luring the war. 

I, personally, and some of the boys went with me, went down to 
ie waterfront at 6 o'clock in the morning and stayed until 6 o’cloel 
| the evening to prevent men from walking off the job. We are 

proud of the fact that we have an enviable shipbuilding record, 
omparable to a similar kind that was turned out in Bath, Maine. 

I don’t think that I could mention a lot of things about the 6 percent 

litferential that weren’t mentioned this afternoon. Senator Maen 
entioned that the time that that was introduced in Cong wa 
nally passed it he ‘Iped us quite a bit ek Recently, in Long Beach, 

‘lif, we had a meeting of the Pacific Coast Metal Trades Council. 

a it was decided that it would be nearer 13 percent rather that 
ie 11 or 12 that you have mentioned, of a differential, to protect 
our interests out here. 
I think Mr. MeCurdy mentioned this afternoon that the 
of equipment, the purchase of steel, and other mate ‘rials tha 
lrvesse Is of tod: aya oreat mi ny of these mater: ils have toc 
the east coast, a great many that we can manufacture here, 
inbor costs are comparable with anywhere in the country: 

had some figures recently on the east coast, and last week, 
ind we find that our wage rates are, if anything, a little bi 
they are around the New Y ork and Philadelphia vards, 

iat we are sitting pretty fair in that respect. 

The CratrMan. Whereas the Gulf used to be much lower, as you 

snow, but it is now catching up a great deal, too. 

Mr. McLaren. There is one thing more that was mentioned by the 

centleman who just preceded me with respect to canneries, and that 


On 


rreSS 4) ({ 
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me very deeply, LOO, Our coastwl eC trade has fallen off 
bly, so much so that one of our shipyards builk ies sm 
sweepers and vessels of that sort, was unable to sl 
| lestination, such as the east coast and South 
» necessary to send those vessels to San Franci 
ir own power and be picked up there and transported 
is caused b . the coastwise shippi 


us quite a bit is the fact, a 
in this, but we are dee} 
essels from. thi | 
ir » RAVE hee ls 
up w Ith cargo next 
Alaska again. 
ka than they 
i al use of those vessi 
they have been sent down there and put in the layup flee 
» in the winter, when we have one of the finest layup fleets 
ipia. We felt very keenly about that. We felt the repair o1 
essels should have been done in Seattle. The plates that wer 
, the pl: ites that were broken. the wheels that were off, all ougnt 
to ales been repaired here in this area, because we have the facilitie 
we have the manpower. It just adds to our unemployment proble 
when we find these vessels taken away, a thousand miles Uwiay. 
v trouble with the MSTS. I see we have a captain here who 
rested in this. I have discussed with the Navy several 


\ 


ile this may not clirectly involve this committee, we feel 


The Cuairman. It directly involves us 

Mr. McLaren (continuing). The shortest route to the Orient defi 
nitely is through Seattle. Geographically it is much less than by Way 
of California. Nevertheless, a vessel will leave here, this being the 
home port, go to the Orient by way of San Francisco. One of the most 
asinine excuses that was offered: we have to send the men home from 
there because that is the nearest way home. If Iam going to Chicago, 
I don’t think I have to go to San Francisco to goto C hicago. So those 
are some of the lame excuses that we have w he n we try to defend our- 
selves up here by maintaining that we have the nearest port to Alask: 
and to the Orient. I hope the committee will give that some 
consideration. 

The Cuatrman. As you know, Mac, we have been going into that, 
and we have been having a constant running controversy with the 
tr epost ition division of the military. MSTS do what they are told 
todo. Sometimes they are told to land such and such a place and take 
such aa such a cargo and so many passengers to another place. But 
it just never did make sense. It is a constant running fight that we 
have all the time with agencies of government, on this ¢ ‘alifornia thing. 
There are _ ogre who actually believe San Francisco and Seattle are 
suburbs of each other, and you can’t get it in their heads that thev are 
900 mile sapart. And it is more than that now because of the fact that 
almost 90 percent of all the business that is being done in the Orient 
today is being done in Okinawa, Japan, or Korea. There would be 
some sense if the traffic was going to the southeastern part of the 





ir. SCHOEPPEL. Goa 
The CHatrnman. We are 


stand 


1p pe 
md then ship them 
much cheape rto Ala 1} Way. 
per. I asked, “How much?” He Says, “?! dont 
been sleeping and eating with those people for year 
Mr. McLaren. I hac 
dask me if I could ass 
our vessels here under 
ldn’t be done from this area. 
Wa hingtoi th: 
mup from Calif 
mm California. 
We nre not oa 
isking that first of 
Ich Wwe consid . very impo? ‘ 
ship repair facilities and our shipyard FO 
of the things we are concerned with and 2 of 
e justified in asking for. 
The CratrmMan. We all deplore the lack of private 
the United States. As vou know, the merchant m 
ne of many facets. American citizens are respons! 
ortion of the shipbuilding in other countries by | 
king tankers. We are having a constant disposition 
Won flaws, In the tanker business the people, SUCH as 
will tell you the reason they do it is to save money. 
yu frankly also that it saves taxes, and in some cases it ha 
AT TAX advantage: SO they set up a Panamanian con peut 
e profits down in Panama, and the ship never sees Panan 


now, has never been there, but flies a Panamanian lac, Pana 
isa bigger merchant marine than all the rest of us together. 


We have a hold On those ships where there isa 


mortorace, but eve) 
ere our citizens are not taking advantage of the 1956 act. We even 
ive gone so farasto guarantee 100 percent of 871 » percent on sper 1. 
purpose ships to stimulate shipbuilding. 
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Alaska Steam just got one of those contracts. 

We have done everything, I think, we possible can do to creat 
climate whereby not only would someone be proud to fly the Ameri: 
flag but would go in and build. We have had some little stimu 
of ship building, [ think, nationwide over the past year. We need 1 
modern ships. ‘As you know, we even closed the Ship Sales Act 
closed it—I think I personnally was responsible for that—so that 
could keep the bargain counter locked up in hopes that someby 
would sharpen his pencil and go ahead and build ships. 

We have this mothball fleet. It has always been a serious thi 
The Maritime Act itself is a good act. I don’t know how we 
change it to make it any more favorable, even on the costs now, M 

On the Holland situation, the Maritime has just used those costs 


a basis for the new differential on the McCormick ships. They us: 


the Holland costs, which are somewhat comparable in Europe, | 
English shipyards are booming, Swedish shipyards; Gothenbere 
booming. I haven't been there for a couple of vears, but I am sur 
our neighbors to the west are doing pretty well w ith ship constructio 

I have spent many an hour with our shipping people, and I do: 
know what we can do about it. 

Build your tankers at home, build your ships at home 
We have a good construction subsidy, 


costing the ti ixpayers muc hh money. 


9 if you CA 


You have heard me say it ma 
times, less subsidy re ally than we pay for peanuts. 

Mr. McLaren. Last fall one of our companies bid on the five sever 
twelve A tankers at i request of the Maritime Administration wh 
called for bids, and our bid here, at least on the west coast, WV 
certainly comparable with some of the other bids. The bids ran a 
the way from $7 million up to almost $12 million. We didn’t hay 
yochance on th se, l talked \W vith Congressman Shelley In San Kray 
cisco, when the Secretary of the Navy was out here recently, and t! 
Congressman told me that there had been a sad misunderstanding o 
the part of the Maritime Administration with respect to these bid 
and they were going to call them back in again for a new look. The 
were oe not on the bid basis but because of some mnatimence 0 
the east coast. It makes me think of several years ago when I pr 
tested to you because we had a surplus of labor and a scarcity of wor 
and some of the work awarded to New York State on the basis o! 
being in a depressed labor area. 

The CHarrMan. Yes. 

Mr. McLaren. At that time, you will remember, they moved all t 
textile mills to the South. There were 250,000 people idle in the tey 
tile mills. So there was shipyard work that we should have had. It 
just doesn’t make sense. 

The Cuarrman. The same thing happened in Quincy, Mass. The 
they took those back. 

Mr. McLaren. We think we are entitled to fair treatment, and | 
don’t think we have been receiving fair treatment. We are still a part 


Val 


of the United States, as evidenced by the fact that we have a senior 


Senator here who has done an outstanding job in maritime wor! 
One man alone just can’t compete with the rest of the congressiona 
delegation if they just don’t see the picture. 


and the merchant marine is not 
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ae cle 


I am glad you gentlemen have had an opportunity to come out 
ere and see what our great Northwest is like and appreciate the 
tuation. 

The Cuairman. What about the repair work on M.S. T. S. 
vetting better ¢ 

Mr. McLaren. We still have the problem of the M.S. T. S. wanting 

» do all their re pair work, ‘They let a contract to the pr ivate yards, 
ut in that contract certain work must be reserved to be done by the 
rews. I have protested to you time and again, I have protested to 

: Navy, and I have not been successful in having it changed. We 

‘nd that the crew or enlisted pe ‘rsonne]l very often are attempting to 
vork side by side with people from the private contracting yards. 
[t creates a bad situation, because, first of all, we don’t think an en 

sted man should be working in competition with a craftsman who 

; there doing work through the private yard by which he is 

loved, but that situation, while it may not be quite as b: 
S still pre tty bad. 

The CuarrmMan. They keep saying they are not going to do it. 

Mr. McLaren. I have evidence, I have stacks of it in my office, 
vhere we can prove to you it has been done. In fact, I want to cite one 
pecilic Ins anaes e. I was down talking to the officer in charge of 
M.S. 1. here some years ago, and he looked me right straight in 
the eye al he says, “We are not having any of our crew do any of 

e work.” At the same time they were painting a vessel right outside 
he office building by their own people. 

The Cuarrman. They have looked me squarely in the eye and said 
they aren't doing it. I think we will have them here tomorrow. It 
night be like we did with some of the fishing matters. We would | 
vlad to have vou here. We will ask them what is going on. 

Mr. McLaren. I think I am a rather susceptible man: I believe 
verything that is told me, and I believe some of these stories. 

The Cramman. I would like to have you come when M.S. T. S. 
ippears tomorrow. I think it is better that we all sit around the table 
ind evaluate the situation. The way it has been, you know, some of 
these things, we get it in Washington, they say it there, and then a 
week later something happens here, and soon a month has gone by and 
something else has happened. Let’s get it straightened up here 
tomorrow. 

Mr. McLaren. I think I can probably bring some specific cases. 

The CuHatrmMan. Bring them. 

Al, do you have something ? 

Mir. Bera. Yes: ldo. 

The CruatrmMan. This is Al Berg: he is chairman of the marine 
committee for the machinists in Seattle and chairman of the board of 
trustees, Washington State machinists council. 


, is that 


Citi 
id as it was, 


STATEMENT OF AL BERG, WASHINGTON STATE MACHINISTS 
COUNCIL 


Mr. Bera. I represent the marine machinists in the port of Seattle. 
The employment situation in the port of Seattle as it relates to 


marine machinists has been getting worse since July of this year. 
lnder the terms of the Pacific coast master agreement, under which 
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marine min } nist ‘1 d other era fits work. In order to qualify for hea 


and welfare benefits, it is necessary to be employed 250 hours p 

hor th larter ending September 30, 1955, only about 
rp ent of the marine 1 machinists of Pars 19 were able to qualif | 
be Phis me that many of our members will have no prot 
tie 


) 


c l trial injurv or sickne for at least 5 mo 





on, it has been a report: 








, I ] ering mainte) LANCE 
repair of the transport General Wi i ut the eall for bids fre 
> vil hay rep rv vards na hee) > ator ed enti] January or I 
ruary of 1956. The size of the repair and maintenance work on t} 
G i Wergo would furnish employment for all crafts. 


When there is general unemployment among shipyard worke 

vould suggest further a conntsten maintenance and a fair rot 
tion program as it affects those ships prese ntly tied up in the reserv: 

eet at Olympia. With winter approaching it is going to be necessar 

L program of ship repair be continued, if there are to be skill 
workers available in case of emergency. Under present conditio 
men cannot be expected to continue to work at the various trades anc 
ship repair for a bare subsistence. They can get that under a publi 
assistance program. 

The suggestion that men engaged in ship repair work should see! 
other gat ; of employment is not hes answer to our problem. Many 
of the marine machinists are pan the age of 50, and it is not likely 
that emp love rs would hang thet r past practices anal polici ies and hire 
under the age limit of 45, except in 
ticular skill is needed. 

With respect to the M and R. as the Senator will recall, when we 
met the representative ‘s of the machinists sent a ee to th 
secret ry Ol Defense, = the Milit: ary Sea Transport: ition Serv) 


particular instances where a pai 


to the Senators of the 11 Western St: ites, calling their attention to the 
fact that MSTS had started out as a program that would gradually 


] 


diminish as p 


rivate vards were able to take over the maintenance and 
repair of MSTS ships. We can show you within the last month where 

have worked on military sea transports in the port of Seattl 
ere We get the dirty work and MSTS comes alone and gets the 
We are all competing for that same job, which we don’t think 
is right. They are members of our union, and they are machinists. 
but we don’t think it is rioht that the (rovernment should be colin 
peting against our people who really 1 eed work. 


To give you some idea of how bad off the machinists are in the port 


ot Seattle a nd on the Pacifie coast, out of 900 machinists we have a 
men serving mm an apprenticeship, when the rest of us, all 50 or over. 
who are finished workmen. Who is going to do the work? It takes 
vears to serve the apprenticeship as a machinist, and you can’t do it 
with 9 kids. So we have a problem. We don’t know the answer 
But it isn’t fair to ask a man to come down to work for a day and a 


half, which gives him $28, when he can stay home and get $35 un 
employment insurance. But our people have seniority, the same as 
you have in the United States Senate, and we want 


will 


\ 


keep it that 



























Ih Oraer tO Keep Or 
ether. but we dont think it 
:, 


Hib because 


‘Vy Nave a 


ship repair work and all the shi 


st as good machinists on the 


»oulf coast or In the Great Lakes 
schedule that shows every shipyard 
You were ask he about the 
cents ditference between the cull 
ttle. 
We know. beeause I have sat on these negotiations, and we 
ry from every branch of ship repair, and out here on the west coast 
e are really hard up. And we will] thank you for any consid ration. 
The CuarMan. We thank you, Al. 
Is there anyone else here who wants to file a statement 
We will recess until 9:30 tomorrow morning. 
Thereupon the hearing was recessed at 5 p. m. on Wednesday, 
October 19, 1955, until 9:30 a. m. Thursday, October 20, 1955.) 


/ 
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THURSDAY, OCTOBER 20, 1955 


Unrrep Srates Senate, 
COMMITTEE ON INTERSTATE AND Foreign CoMMERCE, 
Seattle, Wash. 

(he committee met, pursuant to adjournment, at 9:30 a. m., ip 
Room 414, United States Courthouse. Senator Warren G. Magnuson 
(Chairman) presiding. Present: Senators Magnuson, Schoeppel, 
Jackson, Also present: Delegate Bartlett. 

The CHarrmMAn. The committee will come to order. 

We will continue this morning with witnesses on the general sub 

t of transportation, particularly as it pertains to Alaska and mili 
tary Cargo. 

Joe, we will hear from you now. I am sorry we couldn’t get to you 
yesterday, but it got a little late. 

This is Mr. Joe Usher, who is chairman of the Pacific Northwest 
Overseas Army Cargo Committee. 


STATEMENT OF J. J. USHER, CHAIRMAN, PACIFIC NORTHWEST 
OVERSEAS.ARMY CARGO COMMITTEE, SEATTLE, WASH. 


Mr. Usner. Mr. Chairman, in the interest of saving time, if it is 
igreeable with the committee, I could refrain from reading this state 

ent, which I presume you can read—— 

The Cuamman, All right, we will put it in the record in full. 

Mr. Usuer (continuing). And proceed to just briefly state the pur 
pose of this committee. 

It is pretty plain, I believe, that it was formed for the purpose of 
endeavoring to obtain what we consider to be a reasonably fair share 
of the Army-controlled or military-controlled cargo which can move 
ompetitively through either the Northwest or California ports. 

It was organized in 1953, in March, and about a year or more was 
spent in endeavoring to disabuse the factors which have been presented 
or reasons for not using the Northwest ports, particularly Seattle, to 
i greater degree. Finally, we were able to obtain through Senator 
Magnuson’s good offices accurate statistics which showed the move- 

ient through the west coast ports. I would particularly refer to 
! exhibits which are appended to this statement which show that dur- 
ng the years of 1952 and 1953, of the competitive cargo mov ing over- 
seas to trans-Pacific destinations Seattle received in 1952 31 percent 
of the total movement and in 1953 25 percent of the total movement. 

At the time we received accurate statistics from the Chief of Trans- 

ortation’s office, which was in February 1954, we requested that the 
303 
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a quarterly basis, so that we m 
of th uation. At that time the Chief of Transpo) 
\'s office stated that the statisics they had furnished had been rat 
costly to them and that to continue it on a quarterly basis would « 
approximately 31,500 a quarter. So our co ynmittee, feels now 1 
we made a mistake in not pressing for the statistics, but, in any ev 
we didn’t, so that at the present time we do not know accurate ly 
hat our standing is, but we have every reason to believe that it i 
better, if not worse, than it was when we first started our activit 
n March of 1953. 
In closing I would just lke to read the last paragraph of 


Pacific Northwest Overseas Army Cargo Committee feels compel 
renew its request for quarterly reports of statistical data from the Chie 


a | 


Pransportation, Department of the Army, in the form which was submitted ¢ 
Senator Magnuson by Brig. Gen. Paul F. Yount accompanying his comimunicat 

f January 25, 1954, TCMOV EX 567, and subsequent report of March 1, 1954 
hearing the same number. Keeping in mind the statement by the Chief 
lransportation to the effect that they would be compelled to furnish the san 
or = ir Statistics to any other group requesting same, we would make the 
suggestion that perhaps the statistical data furnished should include movemet 
via Atlantic, Gulf, and Pacific Coast ports. 

We feel if those statistics are furnished to us that we can then 
know our position, and if there are valid reasons for the unfavorab! 
position, that is one thing, but if there are other reasons offered 
the unfavorable position we feel we will be in a position to refute 
them. 

The CrarrMan. Joe, as you will recall on this constantly recurring 
problem, I think you will find the figures about the same. I am pre tty 
sure of that. But we did take up the matter, as you will recall, of 
perishables. We finally had a meeting and we got them all together 
n Washington, I believe in my office. 

Mr. Usner. Yes, sir. 

The Cuarrman. And they held up the matter of procurement of 
perishables, and we finally got them to agree to obtain f. o. b. bids 
of Seattle and Oakland on the question of perishables. Do you have 
any information on how that i Is oper: ating ¢ 

Mr. Usuer. It is operating very well, Senator. As a matter of 
fact. I mi ade reference to that in the statement. 

The CratmrMan. On page 5. 

Mr. Usuer. Our position has improved somewhat. At least it hasn’t 
worsened, as it would have. 

The Crarrman. Would a similar change in procurement and routing 
Improve t he other cargo, would you think ? 

Mr. Usner. Definitely. 

The Cuatrman. In effect all we are asking for is a chance to be 
able to bid f. 0. b. Seattle and bid with the rates and the charges that 
would be made on what we concede to be a shorter route and there- 
fore we ought to have some advantage. 

Mr. Usner. Yes, sir. 

There are two categories of cargo, according to our understanding: 
one, the routing from origin to destination or transit station as con- 
trolled by the Army: then there is the other type of cargo which 
the method of procurement atfeets, in which the military will call for 
hids rs 0, hb. point of orlemn or f. oO. b. at specified destination, 
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In the case you mentioned whe 


ple. we are pres luded from YOIN? 
In the procurement phase, eve 


ipe 
al) optional bic, point OT orle 


bids on 
OpInlon they would have the opportun 


nical way, that is, either from DO Ot 


rown routing, or if the delivered 


to either Seattle o1 San Francisco 
The Cuamman. Whether it be 
( ipeslt mahner, 
Mr. Usnuer. Absolutely, sir. 
Che CHarrMan. Whethe 
Mr. Usuer. That is right. 
The CHainmMan. We sent 2 


tter to me on July 2s, 1955. 

e perishable movement, and in his 
i COst, ul 
oped they would stick to it: | 

I think this is somewh: 


the lowest deliverec 


StIcK tO It. 


his 


the second paragrapil, and tl 


Swer to nis. 


state the decision 


hn thi 


made 


istance vik 


S substantially le 


tells 


words, all he 

@ costs. He doesn't cor 
ressing for for so long. 
Mr. Usner. The total delive 
The CHAIRMAN (reading): 


Che shorter 


ther savings 


of Seattle 


We will get 
| don’t know. though. 


Iso refers 


curement procedure 


we are MAKIN some 
Mr. Usuer. We are, 
committee's appreciat 
ch have been put forth 
‘he CuarrMan. We as 


‘ 


) 


on fT e Zit! 


“wer vet . 
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MI. Usner. In closing, we intend to pursue this rather assiduon 


id the thing we are lacking at the present time, which we feel wet 
the most immediately, is the statistical data that has been furnis 
previously. 

The Ciiarrman. And I wouldn’t worry about the $1.500 quarte: 
There are a lot of people down there sitting around. 

Mr. Usuer. They have a lot of I. B. M. machines I would think t 
could set up. 

The Cuairman. They have all of those figures; it is just a mat 
of pulling them out. They have them for themselves. I actu: 
believe they don’t want to give them to us, because the figures 
going to show the same situation which existed before. That is 
only conclusion I can come to. 

Are there any quest ions ? 

Mr. ScuHorrren. I haven't any. 

The CuatrmMan. I might sav while you are here and we are on t 
subject, and while the Delegate is here, too, that indirectly connect« 
with this problem are the established rates to Alaska on shipmer 
from the Middle West or eastern manufacturing centers, in whi 
we all know the rate on Alaskan traffic is greater than the rate to ot] 
Territories. such as Hawaii or clear to the Far East. That enters int 
this a little bit indirect ly. At the request of the committee and been 
the Government had an interest in it the General Services Administra 
tion filed suit before the ICC against the railroads involved. They 
have had their preliminary hearing in Chicago, which the chief couns 
of the committee attended, and they are sending an examiner up t 
Alaska next week. 

Isn’t it next week, Bob, he will be there? 

Mr. Barrierr. The last I heard they had canceled that, they ar 
not song to go to Alaska. | have seen it in the paper since J have 
votten here once more. 

The CHairman. But Commissioner Mitchel will be here to ho 
their hearings here in Seattle at a very early date. 

Mr. Usuer. I think it is November 1. 

The Cnatrman. Anyway, within the next 2 or 3 weeks. That is 
a matter we have moving, and it is moving swiftly, and I think we 
can solve that, which will also help overall in this situation. It 1s 
more or less of a friendly suit, involving the railroad defendants, but 
it will clear that up so there will be no excuse for this sort of thing 
to Alaska after that. And the ICC has promised us that they will 
move as promptly as they can on the matter, but here we go again, 
they were going up to Alaska and they have canceled that. 

Are there any other questions 4 

Mr. Barrierr. No questions. 

The Cuamrman. Thank you, Joe. 

Mr. User. Thank you very much. 

(The following is statement of Mr. Usher in toto:) 

During March of 1953, the Pacific Northwest Overseas Army Cargo Con 
mittee was organized for the purpose of endeavoring to rectify the adverse posi 
tion in which the Northwest ports found themselves in relation to the allocation 
of Department of the Army controlled cargo moving through west coast ports to 
Trans-Pacific destinations. 

For the record, active members of the committee are: 
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Stettin, anager, port of Olympia 
Isler, Nanager, port of Bellingham 
Watkins, general agent, the Milwaukee id 
V. Walker, general traffic manager, American Mail I 
Wallace, trafic manager, Tacoma Chamber of Co 
MI. Stewart, assistant to the president 
1 H. Tolan, traffic counsel 
Il. Knocke, general freight agent, Great Northern Ry 
Davis, general freight agent, Northern Pacific Ry. 
Lee, district manager, States Steamship Co , 
\. Black, vice president, Commercial Ship Repair 
IX. Kokjer, manager, Grace Line, Ine., 
Seattle Chamber of Commerce 
L. MceGoun, supervisor, Weighing and Inspection Bureau 
lransportation Association 
J. Usher, traffic manager, port of S« 


1 


, YViympie Steal 


chairman of the maritime division, 


Washington Motor 


sattle, chairman 
Mohn, secretary, Maritiine Division, Seattle, Chamber of Commerce, 
secretary 

nm March 31, 1953, the Pacific Northwest Overseas Army Cargo Committee 
lressed a Communication to the State of Washington congressional delegation 
regard to a letter which had been forwarded from Mr. K. L. Vore. director 
Military Traftic Service, Department of Defense, Washington, D. C., to Senator 
irren G. Magnuson, which letter contained what Mr. Vore considered to be 
sons warranting the then existing policy controlling the routing of Army 
so. Our letter of March 31 discussed and answered ‘ 


each of the excuses 
sented in Mr. Vore’s letter to the extent, 


we believe, of eliminating them 
alid reasons for the unfavorable tonnage movement through Northwest ports. 

It was also learned that the Department of the Army had set up an arbitrary 

ferential of approximately $4 per ton against the shipment of cargo through 

Northwest ports versus California. Mr. Fred H. Tolan, of our committee, 
ide a trip to Washington, D. C., and conferred with General Yount, Chief 

Transportation, Department of the Army, resulting in the Army wiping out 

s differential and assuring Mr. Tolan of a substantial 

ovement via Northwest gateways. 

On May 18th, the committee addressed a communication to Brig. Gen. 

iul F. Yount, advising that we were gratified with the increased tonnage, both 

ng haul and short haul, which was moving via Northwest ports and expressed 
ir appreciation for General Yount’s assurances that on future Army cargo 
uuting, no cost differential would stand against Pacific Northwest ports 
feneral Yount was advised that our committee would keep a constant check 
the movement and report any inequities which appeared to us, should they 
eyelop. On the same date a letter was forwarded to our congressional delega- 
on containing practically the same statements, thanking them for their valua- 
le work in our behalf and advising that we would like to have the opportunity 
to again request their assistance if the need should arise. 

Our committee met on July 30, 1953, to review the movement of Army cargo 
hrough Pacific coast ports to Far East destinations. Since May of 1953, 
outing of this cargo via Northwest ports had been so disappointing when 
ompared with the movement via California ports that we felt compelled to 
telegraph Brig. Gen. Paul F. Yount protesting the unfavorable allocation of 
argo and asking for a revision of the August and future monthly allocations 
For the month of August, there were 400,000 tons scheduled for movement via 
California against 65,000 tons for shipment through Northwest ports. Following 
ire the statistics for the months of May, June, and July: 


increase in the cargo 


North 
t 


i 
vest ports 


| 
Month v 

| 

| 


Measured feasured 
tons tons 
159, 700 326, 200 
120, 000 354, 200 
65. 789 383, 939 
- bao : 65, 000 400, 000 


Projected allocation 
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Then followed an exchange of telegrams with General Yount’s office 


accomplished approximately nothing. General Yount’s office disputed 
correctness of our figures but we were unable to obtain any statistics from 














Army which could be reconciled. 
that 





The committee then came to the conclusi 
little could be accomplished by a further exchange of telegrams or co 
spondence with the chief of transportation’s office and that the only fact 
data upon which we could rely should be compiled by the office of the chief 
transportation, and on September 24, 1953, we requested our congressional ci 
gation to endeavor to obtain competitive tonnage figures on the movement 
Army controlled cargo from California and Northwest ports to Japan, Kor 
Okinawa, and the Philippines for the years of 1952 and 1958. 

During February of 1954, the required statistical data was furnished 
Senator Magnuson and forwarded to us. <A digest 












































of the statistics which wer 
furnished is attached hereto, together with a copy of our letter of Februar 

18, 1954, to Senator Magnuson making a plea for an increase in the tonn 

moved through Northwest ports from the low 25 to 30 percent of the total move 

ment which represented our share of the Army overseas movement to the Orien 
of cargo which could have moved competitively through either the San Fra) 
cisco Bay or Puget Sound ports. 

In our letter we also requested that the chief of transportation’s office furn 
similar statistics on a quarterly basis. In response to this request, the office of 
chief of transportation, on May 15, 1954, advised Senator Magnuson that th 
report which was requested would cost approximately $1,500 per quarter 
that, in addition, any such continuing service furnished the Seattle group woul 
have to be furnished to any similar group demand. 

While we have not had made available to us any Department of the Arm) 
statistics covering trans-Pacific cargo movement via the Pacific coast ports 
since February, 1954, we know that the movement through northwest ports has 
not improved. We realize, of course, that the total movement has diminished 
since the cessation of Korean hostilities, but we are still interested in obtaining 
a fair percentage of the existing movement of cargo originating at points fron 
which it can move at competitive rates for shipment through northwest port 
and believe this should be 50 percent of the total west coast movement. 

In addition to the cargo movement of traffic which could move competitivel: 
through northwest and California ports, we have reason to believe there is als: 
a substantial volume of military cargo purchased f. 0. b. west coast port 
overseas shipment and that the manner in which bids are requested on suc} 
traffic can and does have the effect of eliminating Seattle as the port for oversea 
movement. During April of this year, there was a report emanating from th 
Oakland office of the Quartermaster General, Department of the Army, that 
effective June 1 all perishable freight destined to the Far East would be moved 
through the port of San Francisco, which would result in the ports of Seattl 
and Tacoma being deprived of a substantial amount of reefer cargo. Records 
showed that during the first three months of 1955 approximately 17 millior 
pounds of perishables had moved through the port of Seattle destined for the 
Far East. Senator Magnuson immediately took this matter up with Maj 
Gen. Kester L. Hastings and the impending transfer did not materialize 
Subsequently, at our request, the method of procurement by the Army of perisl 
ables in question was changed so that optional bids were called for by the 
Quartermaster on the basis of f. 0. b. point of origin, f. 0. b. Seattle, and f. 0. b 
Oakland, whereas, previously in the majority of cases, we understood bids wer: 
called for only f. 0. b. Oakland, Calif., having the effect of initially eliminating 
the port of Seattle as a possible port through which the perishables could move 
Our committee is of the opinion that a similar change in procurement and routing 
methods by the military would improve the volume of tonnage through our ports 
and at the same time preserve for the military full opportunity to purchase and 
route cargo in the most economical manner. 

The Pacific Northwest Overseas Army Cargo Committee feels compelled to re 
new its request for quarterly reports of statistical data from the chief of trans 
portation, Department of the Army, in the form which was submitted to Senator 
Magnuson by Brig. Gen. Paul F. Young accompanying his communication of 
January 25, 1954, TCMOV EX 567, and subsequent report of March 1, 1954 
bearing the same number. Keeping in mind the statement by the chief of trans 
portation to the effect that they would be compelled to furnish the same or similar 
statistics to any other group requesting same, we would make the suggestion 
that perhaps the statistical data furnished should include 
Atlantic, gulf, and Pacific coast ports. 
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PACIFIC NORTHWEST OVERSEAS ARMY CARGO COMMITTEER, 
Seattle, Wash., February 18, 195 
WARREN G. MAGNUSON, 
United States Senate, Washington, D.C. 
aR SENATOR MAGNUSON: We have made a dige 
shed to you by General Yount on January 25 
e big lift from Pacific coast ports, Which wa 
osa, and the Philippines, 29 percent of the t 
ugh Seattle in 1952 and 25 percent in 1953 
ven by including Alaska tonnage in the overall movement, only 
suted through Seattle in 1952 and 25 percent in 1953 
has been almost a year since we commenced delving into this problem and 
is only been through your office that we have been successful in sifting it 
n to a point where we can talk about strictly Office of the Chief of Trans 
ition controlled routings of cargo which moves under rates which are equal 
oth San Francisco and Seattle. In other words, all of the cargo shown in the 
ched digest could have moved either through Seattle or San Francisco at 
tly the same transportation charges 
With this information do you think it will be possible for you to convince 
neral Yount’s office that Seattle is rightfully entitled to a better break than 
25 to 30 percent of the total movement We would also like to suggest 
1 prevail upon General Yount to furnish the same report on a 
is the report for which we furnished the form. Copy enclosed 
he committee desires that its appreciation for your ¢ rts | 


Yours very truly, 


of statistics furn shed by De partment of the 
mmsportation, showing transcontinental traffic ' 


ely through San Francisco Bay or Puget Sound por 
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Depariment of the trmy, Office of ¢ 


/ cat 2 
7 hepqte rast rj Hl 


a a ’ ' 
/ord fet Nouwnd ports 


The Cnatrman. We will hear from Mr. Seaton briefly, and th 
Ned, we will hear from you. . 

These gentlemen were shut out last night. 

Mr. E. A. Seaton is secretary-manager of the Shaffer Termina 
Tacoma, and he is also chairman of the military cargo committee 
the Northwest Marine Terminal Association. 


STATEMENT OF E. A. SEATON, SECRETARY-MANAGER, SHAFFER 
TERMINALS, TACOMA, WASH. 


Mr. Seaton. Mr. Senator, I would like to read just the first and 
last paragraph of my statement. 

The Cuairman. You read whatever portions you desire and wi 
will put the whole thing in the record. 

Mr. Seaton (reading) : 


The Northwest Marine Terminal Association comprises nearly all the ¢o1 
mercial marine terminal operators in the Puget Sound and Columbia River areas 
The members thereof being signators to an agreement with the Federal Maritini 
Board known as Agreement No. 6785; pursuant to section 15 of the Federa 
Shipping Act of 1916 as amended. 


Our statement concerns the movement of military cargo wher 
possible over commercial facilities. 


Commercial terminal facilities in the Pacific Northwest are in two categories 
publicly and privately owned and/or operated. In the larger port areas con 
mercial terminal facilities may be: 

(a) Owned by the port authority and leased out for private operation 

(0) Privately owned and operated terminals. 

(c) Privately owned and leased out to other lessee operation. 

(d) Owned by and operated by the port authority. 

In the smaller ports the commercial terminals are generally owned and 0 
erated by the port authority, with much of the business activity being governe 
by mutual efforts of private operators using the facilities and the por 
Inanagement., 

Commercial facilities differ from Government and industrial docks in that the 
are open to the general public for the receipt and delivery of cargo in connectio 
with commercial steamship lines. They are representative of an important seg 
ment of the transportation industry which has developed and effectively mail 
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ed excellent standards of performance 
port of the economy of the region In aceor 
ent, the terminals publish uniform rate 
it Violating the anti-trust law Ih 


telv owned commercial terminals are 
Smaller ports which publish their 


mittee within the association and cleat 
the interest of uniformity 
a 

l 


in 
ederal Government looks to and 
ite terminal operators to maintain the 
handling of military cargoes in « rf 

that it is manifestly evident that 

ing through their facilities to make this c 
hue to the dearth of Commercial cargo mo 
Commerce reports, Which result in reduced revenu 
st Marine Terminal Association have been compelled t 
int of bare necessity. Greater usage of these c 
itary would enable the terminals to maintain their 
on to handle peak loads, should the necessity arise. 
No other major industry in the United 
ind-by” basis while substantial quantities of nonsecuri 
ndled by competitive Government facilities 
We realize that maintenance of vast military facilities for usage 

wy conditions is according to sound national defense policy 

e the fullest possible usage of commercial facilities should be made 

litary for movement of their cargoes to the end that commercial and 

lities, jointly, will adequately augment the national defense policy 

in the interest of brevity we respectfully call your attention to the sub 
umittee report prepared for the committee on business organization of the 
partment of Defense, in particular recommendation No. 38 on terminal and 


heey 


States ha 


rt facilities. 

The members of this association earnestly and sincerely urge this committee 
» recommend and “aid in the initiation and enforcement of a policy regarding 

» shipment of military cargo through commercial and military ports that will 
cognize the wartime importance of commercial port facilities and contribute 

their support and development during peacetime.” 

The CiairmMan. How many are they using now? How many ar 
they using of their own ports’ I mean ports of embarkation, 

Mr. Searon. Port of embarkation; here they are using a facility 

Tacoma on an on-and-off basis. There is some movement out of 
Portland, I believe. 

The Cuarrman. I think they leased something in Portland. 

Mr. Seaton. Portland-Vancouver area, and then San Francisco. 

The Cxarrman. The port of embarkation is leased, isn’t it, o1 
vas it bought outright ¢ 

Mr. Usuer. It is leased. 

The CuairmMan. It is leased: that is what I thought. 

Mr. Seaton. Our statement is on behalf of the Northwest Marine 
Terminal Association. 

The CratrMan. Thank you. 

Mr. Seaton. I thank you. 

The CuarrMan. We will hear from Mr. David E. Skinner, pres! 
lent of the Alaska Steamship Co. 

Mr. Skinner, I think because of the importance of this whole matter, 
ind your statement isn’t too long, you had better read the whole thing. 
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STATEMENT OF DAVID E. SKINNER, PRESIDENT, ALASKA 
STEAMSHIP C0., SEATTLE, WASH. 


Mr. Skinner. All right. Senator. 
Mr. ( “a peer 





as a pre face to the statement I just Wish to say. 
‘testimony received by this subcommittee earlier in Alaska. 
I have i aad the following r statement 


, Which I hope will prove to 
be helpful to those members of the 


committee who are not entire] 
familiar with Alaska water transportation and the role that this cam 
pany play s in it. 

My name is D. E. Skinner. IT am president of the Alaska Stean 
ship Co., whose headquarters are in Seattle, Wash., and who h 
agency offices in 16 locations in the Territory of Alaska. This Con 
pany has operated between Seattle and the Territory of Alaska f 
over 60 years and has been, during that time, and is now the only 


Mumon carrier providing water tr: —— ition for dry and reefe 


reo to all areas of Ala ka. rane) from the most sout thern S. oO] 
Xe hikan to Kot zebue Sound, which Is north ot the Arctic rel 


During the period of a year the company’s vessels call at over a dit 
erent ports in Alaska. Similar to the intercostal and coastwis 
trade, the water carrier to Alaska has not been and is not now entitled 
to any operating or construction subsidy from the Federal Govern 
ment. Unlike the coastwise and intercoastal trade, however, anyone 
desiring to do may file a tariff and operate to any part of Alaska unde 

the jurisdiction of the Federal Maritime Board without having t 
secure a pe rmit of any kind. The most heavily populated areas Of} 
he Territory are the cities of Anchorage and Fairbanks and the area 
surrounding them. This area is most naeeonny referred to as the rail 
belt. The a feeding it are Seward, Valdez, Whittier, and Anchoi 


the lat port being navigable for only about 7 months of the 
vear. oars of the la ‘ce movement of tonnage fo this section of 
Alaska, there are many wate er transportation ) systems serving it. The 


mnelu is conventional steamship operators In addition to tug and barge 
systems operating as common carriers. They also melude tug and 
barge systems operating as contract carriers and in addition many 
npanies doing busine ‘ss in the Territory satisfy many of their ow 
portation requirements with vessels ranging from medium-size: 
to smal] fihiten g boats. Tugs and barges, plus small boats 
operating as cooperatives, serve other areas aside from the rail belt 
ection. The southeastern section is a 200d example. We assume that 
other areas in the Territory will also be served by these or other cai 
iers if and when the ag justifies it. 
Following World War IT this company was faced with the diffi 
ult problem of replacing ships lost during the war or which for one 
reason or another had become obsolete and inefficient. Since that time 
the company has invested in excess of $3,500,000 in a replacement pro 
cram and today operates a 13-ship fleet with 7 vessels privately owned 
and 6 vessels chartered from the United States Maritime Adminstra 
ion to take care of seasonal requirements. In 1949 it became quite 
apparent that even though these vessels were relatively new the method 
of handling cargo had become burdensome and costly and therefore 


1 


stridies were made and steps were taken to speed up the handling of 
cargo by reducing the number of times ca rgo was handled. By doing 
this it would be possible to deliver the customer’s cargo more expedi- 


] 
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yusly and in better condition. li order to accomp!) sh th) sthe Ala 


- operation by the use ot forklift trucks and Digger cargo hoor 


e purpose of handling in excess of 20,000 containers. These 


ners or units, as we prefer to call them, range from built up pi 


wards with sides and tops providing our shippers with a cont 


tf 60 ecubie feet to 40 foot highway trailers pro\ ding 5 Ooo « ubie 


f shipping space. The satisfying response which we have had 
ir customers and the large number of these uw ts wh we have 
er the past 5 years is proof enough that we consider the oper 


success. During this period, while we were developing our un 
on program, it also became apparent that there wa a need 


eclally designed ship to handle the above-mentioned nit } 

Ls. If these ships were then made ivallable. Ala i! COU re 
ir cargo in the small rail cars or trailers in v they were « 
ly shipped from any point inthe United States. The refore, 
company embarked upon a comprehensive study of 


pplication of a Seatrain type ser ice betwee |? idget Sour 


belt of Alaska keeping with its traditional policy of 1 


best possible service to all areas of Alaska and 
whenever and wherever poss ble, 
At that time various departme ts of Government 
vely interested in the development of the Seatrain t 
[rainship as we prefer to call it. The Department of | 
e Alaska Railroad were interested from the st dye 
nsportation service and development of the Territory. 1 
s De} irtment was terested) o ! 
sportation service for the | Al det 
g of this desirable type of special ] evi 
cency. The Maritime Adi 
point of building and ma o At nM 
\[ ! ¢ omp¢ sed of | types of f = ! 
mergency use. 
=i eral stear I p operatol ( t 0 
se! eto Alaska, and afters I g 
y + h t ‘ (70 OY ! ( \ 
~ mc y (‘a \ T ) | 
‘ C6 ee rc ws } ‘ TQ t \ 
ta Tr ship service oe ~ 
f Inte  ¢ I) f ( Ya ! _ 
Phe Alaska Railroad : 
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The Alaska Steamship Co. leased from The Alaska Railroad on July 

1955, a site at Whittier, Alaska, on which to construct the terminal fs 
cilities required to best serve this area and also reached an understand 
ing with the Port of Seattle for suitable terminal facilities in Seatt) 

Pursuant to the provisions of Public Law 781, 83d Cong., Chapter 
1265, Second Session, H. R. 9987, an act to amend certain provisio1 
of title XI of the Merchant Marine Act, 1936, as amended, to facilitat 
private financing of new ship construction, and for other purposes, 
Alaska Tri ainships, Inc., a subsidiary of Alaska Steamship Co., filed 
application with the Maritime Administr: ation May 31, 1955 for 
per cent mortgage Insurance on 8714 percent of the estimated v: = 
the vessels. In order to qu: alify it was necessary that the Secretary of 
Defense declare the vessels essential to national defense. On Teles 
25, 1955, the Maritime Administration approved in principle thx 
application for mortgage insurance and cited the declaration of t! 
Secretary of Defense that the vessels were essential to national defens: 

The contemplated Trainship operation would provide fast, f1 
quent service to the rail belt of Alaska superior to that now offered. 

Mr. ScHorrreL. May I ask you right there, is your contract exclu 
sive / 

Mr. SKINNER. Not to our knowledge, no. We have a contract wit 
the Alaska Railroad, and we understand they can make an agreeme 
with any other carrier who desires to operate a similar service. 

The Cuamman. We have the agreement here. 

Mr. SKINNER. Yes, sir. 

The Cuamman. You will remember, I think, Senator Schoep pel, 
they have guaranteed in effect—I haven't the section—they said they 
protected the Alaska Steam. 

T] iey protect ted you to the extent of = ) percent of the ¢ argo. 

Mr. Skinner. I think, Senator, that you will find that is 50 percent 
of the cargo that the Alaska Railroad controls. 

The Cramman. Excuse me, that they handle, and another 50 pe! 
cent technically was left open for other agreements, if they wish to 
make them. 

Mr. Skinner. That is correct, one also, I think for the record it 
should be stated, since 1949, as a result of a letter that Secretary Krug 
sent to General Johnson, then general manager of the Alaska Rail 
road, the Alaska Steamship has not been receiving more than 50 
percent of all the cargo which the Alaska Railroad has controlled 
in the last 6 years and other carriers operating to the rail belt hav 
also been receiving 50 percent. In other words, this —_ change 
the policy which has existed for 6 years in spite of the fact that 
trainships would be built to improve the service, 

The Cuairman. Except the lease does, and the Department of th: 
Interior in their letter, speaking for the railroad, uses the word that 
you would be protected on their cargo. 

Mr. Skinner. Yes, sir, that is what I am referring to. 

The Cuairman. Of 50 percent, and technically there would be 50 
percent of the cargo available to you or anyone else. 

Mr. Skinner. Yes, sir. 

The CHatrmMan. Go ahead. 

Mr. Skinner. The usual 5 days’ transit time between Puget Sound 
and the rail belt would be reduced to 3 days, and sailings would be 
provided in each direction every 4 to 5 days, depending upon the 
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easonal requirements of the trade. The fast, throueh movement by 
ul or truck from any shipping point in the United States to any 
point on the Alaska Railroad or highway in the Alaska rail belt 
hich would be made possible by this service would greatly enlarce 
the scope of supply sources economically available to both military 
nd commercial activities in the Alaska rail belt, and would provide 
type of fast, direct. through service that would brine these enlarged 
ipply sources from 1 to 3% weeks closer than und present 
! unsportation conditions. ‘| his \ ould result in substantially reduced 
ventory and capital requirements of both commercial and milita 
erations, and thus make available for other pi 
nt of the Territory the capital so rele: 
We feel that the addition of this 
fered by the various carriers in 
ntribution to both the present economy and the growth 
the Territory. We also feel] that other areas in Alaska wi 
elve the benefit from Improved t { 


ye«) 
i 


ansportation \ ms whetl 

be supplied by this company or other | 
and from that particular area 
The CHairRMAN. To 


pondence of the Department ot 


| Railroad, “al a correspo! Cie 
eve correspondence to you, and we h nt files correspondent 
{ replies from the others that expressed an interest 
is Luckenbach, Coastwise, and National Bulk 
my u derstand 
answer to them, in 
to you, they state th he . ska Steamship 
“1 them in effect that they Vi | t 
no 


4} 
t 


justily 
vo to the first 


ve hs 


SKINNER. That 
CHatRMan. Th 


contract 


co Qa policy alor go 
agreement vethe ‘ { 
her points in Alaska. 
had expressed interest had 
] 


tai serv 


} 
Li 

,? < t re ( 

di t 


e to other points in Alaska, that the refore vou were t 
t favored applica es | 


ld, if you do have any further plans, like to hear a genera] outin 
1 contemplate on that other ser Wi was some | 

his contract. | have at 

ts: Lknow that. 

r, SKINNER. Yes, SIP. 


CHAIRMAN. | 


il 


What you ¢c 


T 


IQ) you 

nature / 

re. Our situation, 
the situat 

the Nort 


t 





316 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


The CuatrrMan. You point out here the number of ports that you 
make; what is it ¢ 

Mr. Skinner. We call at usually over 90 ports in Alaska. 

The CuarrmMan. Ninety ports? 

Mr. SKINNER. Yes, sir. 

The Cuarrman. Would you think that with the operation of the 
seatrain ship, which will be faster and speedier, and which everybody 
hopes will — this, there will be a tendency toward concen- 
tration of cargo movements into the ports of Seward and Whittier 
and vdedineot regular service to the other ports ? 

Mr. Skinner. Senator, that is a difficult question toanswer. As far 
as the out-ports are concerned, we e =— to be able to offer the same 
type of service as we have in the past 

The CHarrMan. es ard ? 

Mr. Skinner. Yes, sir, and in southeast Alaska, and the Bering Sea 
and Kotzebue Sound, an re those eri ports around rail belt area 
that have been used as feeder ports to the rail port se ction. 

The Cuatrman. Such as Valdez? 

Mr. Skinner. As Valdez, where those ports would not be used as 
much on this type of an operation as they have been heretofore it 
would only be because the trainship operation was a success, and 
the only way it would be a success was because it was able to offer 
a better service at a cheaper rate for the consumer in the Territory, 
and that is what he wants, and that is what he needs, and if one or 
two ports have to suffer as a result of that, and a few people have 
to adjust their way of living, that is part of changing with the times 

The CuatrmMan. I would think as a general situation that if you 
start a service that becomes efficient and fast to, say, Seward, that i 
that comparable area the tendency would be to draw the cargo move 
ments into that place and withdraw them from the other places that 
were less economical or less fast. 

Mr. SKINNER. Yes, sir. 

The CiatrrMan. But I do think Alaskans are quite concerned away 
from that immediate rail belt area as to whether or not this service 
might become the service to Alaska and they may be left out. 

Mr. Skryner. There is no reason for them to be concerned, Senator, 
because we have given the Secretary of Interior written assurance 
that we will continue to serve the outlying points. 

The Cuatrman. In your letter back to the Secretary of the Interior 
vou reassured them. We have a copy of that, too. 

Mr. SKINNER. Yes, s 

The Cnarrman, 'T lat you would continue to the best of your ability 
the service to outlying points, because, actually when you get right 
down to it that was the basis of the operating agreement. 

Mr. SKinNER. Yes, sir; that is correct. 

The Ciaran. Your contract has been signed with the Maritime 
Commission, has it ? 

Mr. Skinner. No contract has been signed. We have had an ap 
proval in principle. 

The Carman. I mean they have approved of the signing of 
papers to take place in the future. 

Mr. Skinner. Yes, subject to approving our financing, they have 
approved our application. 
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The CiatrMan. You have taken advantage of the new law which 

ll give you LOO percent on 8714 percent of the estimated value. It 
gives you the availability. 

Mr. SKINNER, It gives us the availability of mortgage insurance 
\ the Government. I think in the minds of a lot of people I know 
ere in Seattle and in Alaska—they think that the Government 
voing to turn over to us S414 percent of the cost of these ves sels. Well. 

iat. 1s not the case, as you well know, and I did hope it would come 
uit In the record today that what that does, it does assist us in being 
ble to go out and get our own money from private sources by reason 

f the fact that the Government will put up a morteage insurance 

iounting to S14 percent of the cost of the vessels. 

The CuarrMan. It allows me to loan you the money if I feel like it 
ind the Government will guarantee my repayment. It doesn’t give 
you the 8714 percent. You will have to pay me some charges. 

Mr. SKINNER. Yes, sir. 

The Cuatrman. The fellow who benefits this way is the fellow. me. 
who gets the 100 percent insurance. , 

Mr. Skinner. Yes. 

The CHatrMan. That was similar to the housing situation. We 
hoped we could stimulate some shipbuilding. 

Mr. Skinner. That is right. 

The CHatrMAN. You didn’t see fit to take advantage of the act itself 
where there was a Government mortgage, and that was 75 percent. 

Mr. Skinner. That is right. 

The CuairmMan. I think the record ought to show, I suppose, the 
very good reason why you didn’t was that this is a special purpose 
ship. 

Mr. Skinner. That is right. 

The CHarrmMan. Of which we made an exception. 

Mr. Skinner. That is correct, sir. 

The CHarrMan. Otherwise you would have been limited to the 75 
percent which would be a Government mortgage itself. 

Mr. Skinner. That is my understanding. 

The Cuarrman. When will you start building these ships, generally 
speaking? I know in building a ship there are a lot of delays, and 
things of that nature, changes. 

Mr. SkiINNer. Senator, we still—— 

The CuarrMan. Or, first, do you have your financing arranged ? 

Mr. Sxrnner. No. That is what I was going to say; we still have 
to complete our financial arrangements. We have other problems 
that we'd like to settle before we go ahead and lay the keel, but I would 
say that if we go ahead that we would hope to have the ships in 
operation in 1957. 

The CuHairmMan. 1957. And the approximate cost will be about 9 
million ? 

Mr. Skinner. About 9 million apiece. The total project will be $20 
million. 

The Cuatrman. Has the Secretary of Defense or the Defense De- 
partment, rather, suggested that you add certain features so that they 
can qualify under the necessity for defense ? 

Mr. Sxrnner. They have, Senator. There are a number of detailed 
specifications that they would like us to comply with. I think plainly 
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the most important one is that the ship should have a minimum speed 
of 18 knots. That tends to be a little complicated, because it all de 
pends.on whose formula you use on what speed is proper, whether it 
is 80 percent of normal or 80 percent of capacity or shaft horsepower o; 
whatever it might be, but that is what we are trying to work out. 

The Cuarman. The requirement that they are suggesting to you 
is the speed ? 

Mr. Skinner. No. I say there are a number of other details that ] 
didn’t bring with me, Senator, and I didn’t think that you would want 
them. 

The CHarrMan. Some of them might be classified, anyway. 

Mr. Skinner. They may be. 

The Cuarrman. But speed is one of the main things? 

Mr. Skinner. Yes, sir; that is correct. 

The Cuatrman. Off the record. 

(Thereupon a short discussion was had off the record.) 

The Cuarrman. On the record. 

I don’t think we need go into the lease, it is part of the record. 

Mr. Skinner. It is just a similar lease to the ones the railroad has 
made with many others. 

The Cuatrman. Do you have any plans for any other new equip- 
ment to supplement the trainship operation? I know that is your 
number one, and first things come first, but do you have any plans 
where you might figure out better service to these other ports so that 
you can run a more economical operation and therefore you can give 
better service ? 

Mr. Skinner. That is right. Obviously, as the area of southeastern 
Alaska is built up with pulp paper mills, lumber mills, and the other 
projects that are planned, water transportation will have to adjust 
itself to take care of the needs of those new plants, and we hope that 
our people are just as smart and clever to devise ways and means to 
come up and supply that water transportation as the next fellow. If 
we don’t, why, I know somebody else will. 

The Cuamman. Are you operating any liberties now ¢ 

Mr. Skinner. Oh, yes. We own five liberties. 

The CHarmman. And you are still operating them? 

Mr. Skinner. Yes. We are chartering 4 sumabes from the Govern- 
ment and 2 reefer ships from the Government. 

The CnHarrman. That sort of follows out the availability of 
sumabes. Why don’t we get them out of mothballs? 

Mr. Skinner. That would be fine. 

The CHatmrman. I don’t see any reason why we shouldn’t get rid 
of them at a fair price. 

Mr. Skinner. There are some 53 or 54 lying in reserve. 

The CHatrman. Yes; we discussed that several years ago. They 
are the type of ship that we don’t get rid of; if we need them, we will 
get them back, and there isn’t any use having them in mothballs. 

Mr. Skinner. I think it is important to note the success of those 
ships over the Victory-type vessels. 

The Cuatrman. Everybody is wondering what is the hope for the 
future of passenger travel being resumed to Alaska. 

Mr. Skinner. Is that a question, Senator? 

The CHatrman. Yes; that is my question. I think I know what 
vour answer will be. 
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Mr. Skinner. [think we have stated it before, in our opinion private 
terpr ise cannot take care of handling tourists to Alaska, and that, 
t is to be done, it is to be done by either the Territorial or Federal 
vernment. I don’t know who is - operate the ships. If we can 

p out In any way, we would only be too happy to do so, in view 

ur past experience in that type of business. 

Phe CuarrmMan. Have you abandoned the possibility that if all 

itary passengers could be made available to a private operator 
it that might be the difference between keeping the service going 

d not keeping it going ¢ 

Mr. SkinNerR. [ am sure it is, Senator. In the first place, we have 

ist sold the last of our four passenger ships. To my knowledge, 

ere aren’t any other ships around that are suitable. You certainly 
mldn’t go out and build ships for that purpose. The contracts that 

» had for a few months with the MSTS were on the basis of pretty 

ch assuring them of the best space at the cheapest price. We 

ildn’t do that the year round. We could do it during the non 
seasonal months, but when the tourist season came around it would 
ot be to our advantage or to the Territory’s advantage to shut out 

e tourists. 

The Cuairman. Well, that was more or less an experiment in 

hopes we'd keep it alive. 

Mr. SKINNER. Yes, sir; that is right. 

Che CuairMan. I don’t know whether the amount of military per- 

oo and their dependents is sufficient to make up that difference 

,even if a private company had them all. We have been trying to 

t MS TS out of business. Every time we seem to get them on the 

verge of it, why, something like this happens. Now they are back in, 
Alaska, surely. 

| won’t pursue that; I think I know the story. I don’t know what 

e solution is, but it seems to me that it is the only place in the 
world, any comparable territory, next to the richest and most power- 
ful country in the world, they can’t seem to afford to take their people 

ip there by water; I don’t know why. We even had a member of 
this committee who wanted to go to Alaska with us who didn’t like 
to fly. We told him we couldn’t swim. But it is something on which 
we all will have to put our heads together. I know we all believe you 

ll try to be as helpful as you can. 

Mr. Skinner. We will, Senator. 

The CuatrMan. I haven't any further questions. 

Mr. ScuorrreL. You say something about in view of your past 
experiences on this passenger traffic. Briefly, what was it? 

Mr. Skinner. I am just not exactly sure the day our passenger 
service first started. The company went into operation in 1895, 
Senator. I think either at that time or shortly thereafter we began a 
passenger service and we continued it - until October of last year, 
i954. It became then impossible to offer a service to the Territory be- 
cause operations had increased or opet i costs had increased to 
the point where we couldn’t defray those costs by handling tourists in 
1 214- to 3-month season in the summertime and a very small handful 

f other business during the other 9 months of the year. We lost a 
ch al of $114 million in 5 years, and we just ran out of money. 

Mr. Scuorpret. What was the bulk of your loss due to? 
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Mr. Sxinner. Well, the bulk of the loss was at the end of the 1 
day trip we'd add up the money we took in and subtract it from the 
money we spent and we kept spending more money than we took i 

Mr. Scuorppet. Was it your high-wage schedule and top heavy— 

ne. Skinner. Yes. Well, I would say the biggest expense you have 

any ship tod: Ly are your wages. 

Mr Scuorrren. Did you have to pay those the year round ? 

Mr. Sxinner. Well, no; we didn’t pay for a man who didn’t work 
on the ship, but we had to carry a full crew, a full complement. 

Mr. ScHorrreL. W _ ‘ther you needed them or not ? 

Mr. Skinner. Yes, si 

Mr. Scuorrrer. I am thinking in terms if somebody has to sub 
sidize this kind of an operation, pay it out of public funds, maybe 
those are some of the things we will have to consider. We may want 
to go back and figure what was the situation or what was the ex 
perience of those who were in the business. 

Mr. Skinner. That istrue. I haven’t received anything in writing, 
but I do understand that the union said indirectly that they would 
take another look at seeing what could be done during the winter 
months when a 250-passenger ship went out with 60 as far as taking 
a few members of the crew off from the ship’s complement. 

Mr. Scuorrre.. The reason I wonder about this is because it would 
seem to me, frankly, now, that the development in this area, of course, 
is important, and it is going to develop and should develop, but it 
will only develop, in my judgment, in relation to the tr ansportation 
difficulties and how they are solved and the cost of operation up there. 
It would seem to me that all of these groups could get together on 
something that is practical and something that is fair and ‘keep this 
thing moving. I believe it is very important. Do you see any reason 
why that might not be done? 

Mr. Skinner. In am sure if it were possible to revive the passenger 
service to Alaska that there would be a good opportunity to get all 
groups together who would be affected by it to sit down and attempt 
to put together an operation that would make a lot more sense eco- 
nomically than the one that we had to abandon, because I think the 
people who were quick to criticize what we were trying to do now 
recognize that somebody else is not now going to come along and do it. 

Mr. Scuorrre.. I am quite sure that is the case, from what little I 
have heard from some people on this trip, which was my first one, 
incidentally, into Alaska, and I am wondering whether there is an 
opportunity or a chance that this thing can be worked out in the next 
year or two in a way that might prove “beneficial in restor ing a service 
that was seasonable, of course, but which could be very, very popular. 

Mr. Sxrnner. Of course the biggest problem, Senator, is that there 
are just not any ships, to our know vledge, that could be brought in from 
some other trade to do this job. 

Mr. Scuorrren. That is the next question I was going to ask you. 
You said you had disposed of one of your ships. I was going to ask 
you whether you would have to build these ships new, to new specifica- 
tions and everything, or whether there were some available in a 
different section of the country. 

Mr. Skinner. I am sure vou would have to build ships to do the 
job of the ships that we sold. Even though you might be able to 
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larger ships, such as those operated by the Panama Railroad, 

ey would not be able to call at the small ports and docks as the 
ips that we sold did. They could run probably a faster service 
to one or two ports, but that isn’t what the tourist is looking for. 
e tourist wants to see the small dogholes with the waterfalls and 

e qui unt atmosphere, which you wouldn’t get if you ran that service 

at is another reason why we couldn't seriously consider handling 

urists on these tr ainships; it just wasn’t economically practical. 
ou would not get much tourist business by sending a ship out of 
ere directly out through the Strait of Juan de Fuca across to Alaska 
ere he couldn’t see anything. He might just as well sit in the 
thtub 3 days and then get up at the end of that time and go out. 

The Carman. The ships, Senator Schoeppel, of this company 

ide up the oldest fleet in the world. 

isn’t that right ? 

Mr. Skinner. We had the Victoria, which was about 80 years old. 

L/eutian was the sont passenger ship and she just had her 

tieth birthday, although we don’t own her any more now. Yet 

n we stopped operating them there were a lot of people who 
re sorry to see them YO, 

The CHarrmMan. The reason I make that point is not that 

Mr. Skinner. No: I know, Senator. 

The CHarrMAN. Th ley were the best we could have, but the time 

oming when there had to be new equipme nt there, anyway. 

Mr. Skinner. They wanted newer ships and lower rates, and I 

n't know how you do that. 

Mr. Scnorrre.. How are your contracts with the Maritime here, 

e they oe contracts for the use of those ships 4 

Mr. Skinner. They are reviewed annually, Senator, and we use 

e ships Faia 1g r the heavy season, during the summer months, spring 

. late fall, and then they are laid up in the wintertime, and once 

year they are reviewed by the Administration or by the Board, 
dl if they see fit to continue to charter them to us, they can. They 
can request we deliver on 15 days’ notice, I think it is, so that any 
ime during the year, even though we m: iy be using them, they can 
de ana that they may be returned. 

Mr. Scnorrren. Are those terms what you consider to be 

reasonable ? 

Mr. Sxrnner. I'd say reasonable for the Government. The charter 
hire is 814 percent of the value of the vessel. Then there is a split 
between the Administration and ourselves, if we earn anything over 
ind above the charter hire. But we have never done that in this 
rade, so we are not too sure what it is. 

Mr. Scnorrre.. I believe those are all the questions I have. 

The Cuatrman. On these train ships, leave out the tourists, why 
ouldn’t there be some limited passenger accommodations for people 
who are residents of Alaska or business people or people who wanted 
0 go by water? 

Mr. SKIN NER. You mean by limited something like 12 7 

The CHatrrMan. Well, maybe you could get a little more. 

Mr. Skinner. When you start doing that, Senator, you change the 
haracteristics of the ship. You make the ship more costly, not only 
n constructlon—— 
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The Cuairman. I understand that, but might it be justified 7 
Mr. Skinner. I don’t think it would. In other words, we could 
harge enough to get what it would cost us to do that. 

The Cuairman. Well, you speak of trailers. When I wa 
Anchorage the other day there is the biggest trailer city there I 
ever seen. I predicted that once years ago before we built the h o} 
way, when I was chairman of it. What if you run some sort o! 
trailer on there and people cea 20 right on up 4 

Mr. SKINNER. Do you want me to answer that ? 

The CHAIRMAN. Yes. 

Mr. Skinner. Well, I think that would be highly impractica!] 
don’t think that could be done. In the first place, you would 
to, again, specifically design the ship as a passenger ship, which, 

I said, would be considerably more costly. 

The Cuatrman. No; I meant supposing you had a movable tra 
one you live in, and you put it on the ship and took it to Alask 

Mr. Skinner. That is what I mean. 

The CHarrmMan. You wouldn’t want passengers / 

Mr. Skinner. I don’t mean to say we wouldn’t want them, but 

The Cuairman. I don’t mean to put in passenger accommodatio: 
They would live right in the trailers. I am talking about people » 
want to get to Alaska by water, who don’t want to fly or can’t fl 
and can’t get there by the highway. 

Mr. Skinner. The ones who live in trailers are the most interest: 
in What they get for the dollar, and I am sure they can haul their trai! 
up there on the highway much cheaper than the rate we would hav 
toe —— om. 

The Crarrman. There are certain seasons of the year when it 
pretty difficult to get up there, and we hope that will be changed. 
am just exploring ideas to get some kind of passenger service to Al: asl 
for the residents of Alaska, mainly. <A lot of people don’t want 
go by air. 

Mr. Skinner. That is true. 

The Craimman. Too much luggage, too expensive. 

Mr. Skinner. It can’t be too expensive. While our passenger rat: 
kept going up and up and up to offset our operating costs, why, 
air rates kept going down and down and down. 

The Cuatrman. That is just for the body. Look at the people w! 
want to move and the expense of excess baggage and the trouble. 

Mr. SkinNer. I am not arguing with you. 

The CHarrmMan. No. Iam just trying to explore that idea. I dor 
know. 

Mr. Delegate, do you have any questions ? 

Mr. Barrierr. Mr. Skinner, if a passenger operating subsidy « 
be had would you be interested in acquiring ships for the paseeng 
trade? Whether vou could or not is a different matter. 

Mr. Skinner. That is a leading question. We would be hi appy t 
discuss it with whoever was in charge of the subsidy; ves, sir. 

Mr. Barrierr. All I am trying to establish here, is there a desire 
the part of somebody operating to Alaska to return to the trade. 
agree with the chairman, that is badly needed. The Canadians ar 
having a bad experience in passenger trade, too, aren’t they? 
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Mr. SKINNER. J understood from many Alaskans when we were ope! 
ng there, if they could just make it possible for the Canadians to 
fer service, that the Alaskans would have a cheaper service and a 
ore reliable service. Since we have gone out of the trade the Cana 
an vessels are carrying passengers into the port. I don’t know 
hether the service is any better or the rates are any cheaper. If they 
» having trouble, why, I am sure—in other words, you are not going 
iain your problem by saying that one system is no ‘good and another 
stem is better, because if we Sioa strikes they had strikes, if we have 
eh rates they are going to have high rates, if our service is bad o1 
rood, the! Irserv ice, too, can be bad o I go od. 


Mr. Bartterr. One of the companies is offering one of its newest! 


passenger liners for sale, I understand, the Prince George. 

Mr. SKINNER. Oh, is that for sale? 

Mr. Barrierr. I read that in the paper. 

Do you contemplate that when this trainship service is inaugurated 

iat there will be a decrease in freight rates ? 

Mr. Skinner. Well, we are setting up the trainship service, Mr 
Bartlett, on the theory that the y will start out ul the same water rate 
that the present service is, the through cost of the Alaskan will | 
ecreased, yes. 

Mr, Barrterr. Have you any estimate as to the per ton decrease that 
might be established at the outset ? 

Mr, SKINNER. Just roughly estimating it, we roughly estimated 
irom the time his shipment was put into a trailer or a rail car and 

itil he received it that he should save a minimum of 10 percent 01 

5 present costs. 


Mr. Bartierr. That will be because of lowered handling costs and 
iorter rail haul ? 

Mr. SKINNER. Yes, sir; that is correct 

Mr. Bartierr. You intend to go into Whittier only and not Seward, 
that right ¢ 

Mr. Skinner. A trainship operation can only go to one port, yes, 


, 


Mr. Bartriert. You will agree with me, I am sure, that will, if most 
the traffic goes to Whittier, create an economic situation in Seward 

nd Valdez and those ports that are so greatly dependent upon trans 
portation. 

Mr. Skinner. Even though the trainships were to go to Seward, 1 
would still create the same kind of a problem. The only way you cat 
ustify an investment of this kind is to be able to do away with a lot 
f cargo handling and therefore cut down on your operating costs 

Mr. Barriert. I agree with you on that 

Mr. Skinner. The longshoremen who have been handling carg: 
1 and out of a ship at $10 and $12 an hour are still going to be looking 
for $10 and $12 an hour to handle in and out of a trainship. 

Mr. Barrierr. How much less per ton, say. on groceries would the 

erchant in Anchorage pay on account of the trainship operatior n? 

Mr. SkinNeER, Let me answer that by saying this, apparently tran 
ports ition costs are import: int to him, if anybody laughs at a re andi 

10 percent, it doesn’t hardly follow that, if we have to have ree 
ite increases of 5 to 714 percent, there should not be any cry ovel 
the fact that their costs are being increased beyond reason. 
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Mr. Barrierr. I don’t think anyone would laugh at a 10 percent cut, 
think everyone would be gratified, but I was just wonde aring hoy 

uch that would measure out in dollars on a ton of groceries 

"Mr. SKINNER. I suppose it would be about $7 a ton. 

Mr. Barrierr. On the basis of the present economy 

Mr. Skinner. That is to Anchorage? 

Mr. Bartiett. Yes, to Anchorage. 

Would you contemplate any frequency of service to southeastern 
Alaska after the trainships are operating ? 

Mr. Skinner. No. We operate our service there pretty much ind 
pendent of our southwestern service, anyway, so the trainship service 
should not decrease or should not affect any increase in service. 

Mr. Bartierr. I am sure people down there will be glad to have 
that word. 

[ have no further questions. 

The Cuairman. I don’t think the Maritime Board will direct \ 
as to the bids and the building. I think it is still open for you 
negotiate Tor the building of these ships, of course, at the lowe st pr 
sible price. Iam just hoping that some of our people would be ab! 


to build these new ships. I think you can get just as good a de: tie 


{ 
t 
i 


as any piace elise. 

_ Mr. pen r. Are you telling me that you thing we ought to bu 

he ships here if they cost us any more money or are you telling 

that you think we can get the ships built here any cheaper? 

The CHAIRMAN. I think we can get them built here cheaper, we are 
so anxious to build ships. The Maritime Administration would have 
an interest, naturally, in getting the ships built as cheaply as possible, 
but they wouldn't dire ‘t you to build them in a certain pli aCe. 

Mr. Skinner. I did think, in view of the mortgage insurance, we 
would have to ask for bids. 

The Cuarrman. They have allowed them to negotiate as long as the 
price looked as good as comparable prices. So maybe we’ve got,some 
thing; maybe we can get them here. 

Mr. Skinner. Fine. 

The CHatrman. I have no further questions. 

Mr. Scuorrret. I have no further questions. 

The Cuarrman. Thank you, Mr. Skinner. We appreciate your 
coming. 

I want to say again this morning to all the witnesses, we will keep 
the record open in case people want to make changes as to figures or 
things of that kind for several days. 

Al, you want your statement put in the record ? 

Mr. Suyman. Yes. 

The Cuarrman. Mr. Shyman says it is the feeling of the chamber 
of commerce that private management cannot cope with the problem 
of re-establishing passenger boat service to Alaska on a profitable 
basis and that the only way this can be solved is either through a form 
of subsidy or by diverting some of the MSTS business to private 
operators. 
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the feeling of the Seattle Chamber 
cannot cope with the problem of reestabli 
iska on a profitable basis and that the only way t1 can be solved is eithei 
igh a form of subsidy or by diverting some of the MSTS business to private 
erators. 
We certainly trust that your committee will give careful consideration t 
timony that was offered to the subcommittee of the Con ittee on Mer 
Marine and Fisheries in October 1954. 
Phe CHarrMan. We will now hear from Mr. Black, who is chairman 
of the mayor’s advisory committee. 
And, Senator Schoeppel, we heard a little about this vesterday. 


STATEMENT OF E. A. BLACK, CHAIRMAN, MAYOR'S MARITIME 
ADVISORY COMMITTEE, SEATTLE, WASH. 


Mr. Brack. Senator Magnuson, I would like to not read my state 
ent because it is just an outline and I would like to enlarge upon It. 
It gives you an opportunity to follow. 

The CuamrMan. We will put the statement in the record in full. 

Mr. Buack. My name is Edward A. Black. I am co-chairman 
of the mayor's maritime ady isOry committee. 

Approximately 3 years ago Mayor Allan Pomeroy called a group 
of Seattle businessmen, steamship executives, military, and labor 
leaders together in his office to discuss the serious problems that had 
been facing the Seattle waterfront for nearly 20 years. At this meet- 
ng they decided to form a mayor’s maritime advi ory committee con- 
isting of businessmen, ship operators, the military, and representa- 
tives of labor from all onshore and offshore unions that were In any 
wav connected with waterfront activities. This committee consists 
of ‘approximately a0 people, a list of whom is enclosed. It holds 
meetings once each month in the mayor’s office at which time any\ 
problems which are affecting or might affect Seattle’s watertront 
operations are thoroughly discussed. 

You will note attached to my report is a list of the committee and 
vho they represent. I believe it is the only committee of this type 
that is now in existence in the United States. 

The purpose of this committee is to act as a sounding board for all 
problems arising on the Seattle waterfront including the development 
of the port, increasing business, expansion of the facilities, regaining 
onfidence among’ shippers, better relationship between the waterfront 
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and Alaska, and to keep the port of Seattle free from strikes and wal 
outs which would curtail the flow of commerce across Seattle docks. 
but not to act as a judge or jury. 

From 1932 until 1950, when this committee was formed, taking out 
the war years, we averaged 72 days a year of shipping tie-ups on the 
Seattle waterfront. Of course with this record we are losing a lot 
of our transportation to Canada, and then Portland started up, and the 
people in Alaska were pretty well shaken and had little confidence if 
they ordered material here that it would arrive on the date it was 
scheduled. For instance, on Christmas materials, they’d get their ship 
ments after Christmas was over. This committee, and thanks to labor, 
has worked very closely with all of our problems. 

We found a very interesting thing when we started this committee. 
We found labor as much interested in keeping the waterfront open 
as management. We also found lots of times strikes were called by 
one segment of the union when the other union people didn’t eve: 
know that a strike was on until they arrived there and found a pic ket 
line out there. So we have a situation in Seattle now, if a disagree 
ment comes up on the waterfront, whether it be between one steam 
ship company and labor or labor as a whole, this committee is called 
into action. We meet in the m: iyor’s office before a strike is started, and 
the problem is laid on the board. When I say it is laid on the board, 

is laid face up. There is a lot of confidence among the members. 
We find that labor can do more with a segment of labor than manage 
ment can do to get them to continue the s: sailing of this ship, and their 
problem is dise uussed and solved while the ship is still operating. 

In general, this committee has brought a better underst: anding to 
‘abor, management, and military of each other’s problems, built. up 
better relationships be tween Seattle and Alaska, stabilized ene 

shippers and kept the port of Seattle free from strikes, walkouts, « 
oc ‘kouts during the years of 1954 and 1955, and has taken active p: rt 

n supporting the fol lowing: 

Urged renewal of Aleutian mail contracts so as to continue water 
borne mail for Aleutian chain. 

Recommended the need for the Eagle Gorge Dam. 

Protested transfer of American flag vessels to foreign regist ry, as 
such transfer would hurt American merchant marine. 

The shifting of home port on seven troop transports from San 
Francisco to Seattle. 

Restrict bidding on C—4 troop transports whose home port is west 
coast to Pacific coast bidders. 

Retain ship passenger service to Alaska. 

Adopted resolution requesting no further curtailment be made in 
plane service to Alaska; protesting cancellation of Pacific-Northern 
Airlines franchise. 

Transfer of ships from Suisun Bay and Astoria to Seattle for wheat 
program. 

Correct Panama Canal tolls for commercial cargo. 

No reduction in United States Public Health Service for merchant 
seamen. 

Passed resolution supporting bill H. R. 2036 the “Navy Vessels 
Tonnage Authorization Act of 1955,” providing that sufficient naval 

essel tonnage shall be construeted on the Pacifie coast to maintain 
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pyard facilities adequate to meet the requirement of national 
rity. 

Protested planned curtailment of operations at Seattle Port of 
fimbarkation in order to increase the San Francisco Milit: ary Sea 
[ransportation Service operations. 

('rged support of 50-50 Shipping Act. 
Protested perishable Army cargo being shipped from San Fran- 

o. We feel that two ships should be assigned to Seattle as home 

t and should carry perishable cargo from Seattle to Far East 

| back to Seattle. 

Requested that DEW Line ships be returned to lay-up fleet in 
vmpla. 
besides the problems of strikes and lockouts, this committee is ve ry 
terested in developing Seattle. I think if you talk to any of our 
vressional representatives they will tell you they receive much 
re information about Seattle, of what is going on, through this 
mittee than as to our problems. We watch them very closely. 
ots of times | wonder why this committee and our congressional rep- 
entatives have to fight for everything we get. We actually de- 
erve it. We have proven we can handle the cargo che: aper; we have 
iteway to Alaska; we are the closest to the Far East; vet on every 
ernment movement it seems like for some reason it dwindles down 
San Francisco. I don’t know whether they have the political pres- 

e, the Vice President of the United States, or Senator Knowland. 

It doesn’t make sense to us. 
Mr. Scuorrret, They haven’t had former Senator Nixon too many 
rs in this capacity. Did this happen before he 
Mr. Brack. We are only 3 years old, and I believe he has been in 
ere since this committee has been formed. 
The Cuarrman. This has been going on all the time. 
Mir. Brack. For instance, to give you a few of the projects this 
mittee has worked on, we are inte ‘rested 1 in the port of Seattle, the 
rgo, and the people here of the great Northwest, along with saving 
ney for the taxpayers. 
Che mi: ail contract came up last year. The first thing we knew the 
ines were going to carry it. It had always been carried by boats. 
[his committee went out with both feet on that and through Senator 
\Iagnuson the mail contract was being brought back to being carried 
» there by boat because there are so many parts out along the plane 
n't land. 
We were behind this Eagle Gorge Dam. We felt the Northwest 
eded it, and it 1s now under way. 
\nother thing that has bothered us 
The Crairman. It affected the waterfront very seriously. 
Mr. Brack. That isright. The power of that. 
The American merchant marine has always been, and some people 
ww eall it, the fourth line of defense, but it used to be the third line 
defense. It seems like every time we get through with a world 
ir the merchant marine finally sinks down until it is prac ally lost 
the seas in American-flag ships. The same thing has been hap- 
ening at the present time and is happening so that the ships are 
‘ing transferred to foreign flags. This committee has been fighting 
riously, feeling that they should stop the transfer of these ships, 


i} 
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] ] 
der the Ame 


it 1h posit lon 


t on that point, I think we wi 
to do it. There is no possible le 
‘+, who owns a ship, from taking | 
on flagw. We have stopped it whe 
‘an interest in the ship itself. Ay 
since World War II, although 
: been very cautious, and where t 
transter to a fore ion flag o, there has to be so 
he al « in Bu We have absolutely 

e Am 1 citizen who owns a ship or prope rty fron 

foreign country or transferring to a foreign flag, and, 
hat you and I deplore or a lot of us is that a lot of them 
king their money, building in a foreign yard and putting the 
ider a Panama flag . I know of no way, ‘unless we change ow 
constitution or used the War Powers Emergency Act, which we don’t 
want to keep on the aan n people when we are not at war. You 
could freeze his funds. It is getting worse and worse. I suppose the 
combined merchant marine of Honduras and Nicaragua and now Li 
beria is getting into it. They can’t get a rowboat into Liberia let 
alone the merchant marine. So I don’t know. We have tried every 
way. I think all we can do, as I have said on many occasions, is to 
create a climate for the American citizens that is so healthly that h 
will be not only proud as a person to fly the American flag but eco 
nomically it will be to his best interests, too. 

Mr. Buack. I realize that the congressional representatives and thi 
Government has a problem on this transfer of flags. At the same tim 
I realize that some way the American merchant marine must be save 
You've got to keep them, they are a very important segment to ou 
country. 

The Cuatrman. But what is happening on the other extreme is 
more and more, as you know, the lines are applying for subsidies and 
more and more the ships are being built with construction subsidies 
so as time goes on we are getting more and more control of our privat 
merchant marine by that method, so that we can abolish transfers, | 
think we are getting a better spirit. 

England hasn’t any laws against building a ship outside of England, 
but if an English operator ever built a ship outside of a British ship 
yard and put a Liberian flag on it and came up the Thames to London. 
I am sure the boys w ne handle the cargo for some reason just wouldn’t 
want to go on that ship. They have some spirit about it over there 
which I hope we are gradually creating. 

Oif the record. 

{ Disk “SSION off the record. ) 

The Cuatrrmman. Go ahead, Ed. 

Mr. Brack. Then about approximately a year ago, 2 years ago, 
through the pressure of Seattle and through our congressional rep 
resentatives on MSTS they transferred 7 troop transports to the port 
of Seattle on a trial basis of 8 months. They said they would do it an 
then they would check the economy of it. At the same time they close 
Camp Stoneman out of San Francisco, and they moved their move 
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ts sup posed] y through Fort Lewis. After 
| battle between Seattle and San Francisco: 
back. After the economy Was look 
ligating committees, the Arm) even sen 
und transportation men to San Kran 
or and mayor and labor, and wl 

t came out that Seattle was still the el 
Orient, and therefore ‘ships would be 
Seattle. 

the last 60 days we have anot! 
cation in Seattle. They are now on 
ever, the Navy and t] e Air Fo 
of the port of San Francisco. Seattle 1 
cay, supposedly. But MSTS tells us they send their ships 
re qt llirements ot the An my or the other Armed Fores 
as oo it be « arvo or troops, which we did not 
v ith le situation as it is now in Korea and the Far Kast they 
hel Pe is not enough Army, passenger service to load these 
ps to capacity out of Seattle, so the y are taking Army troops here, 
er from here to San Ie ri INcIsco, and top pl ne of] with N: avy - A ! 
rce, and therefore all the dependents are boarding the ships in Sar 
neisco, and then, when they return, they return for the same reason, 
» we are losing all the dependent trade, all the Air Force, and ‘all the 
ivy, Which is building up quite a record against Seattle, showing 
it it would be more economical on keeping the chief movement of 
insportation out of San Francisco rather than Seattle, even though 

‘are some 214 days closer to the Far East shipping out of Seattle, 
oing the northern route, than they are by going out on the southern 

te, 

We had quite a battle with MSTS over the routing of their troop 
ips and also their passenger ships out of Seattle. when they were 
perating out of here, because they were leaving here and going 

ight south down to San Diego, and then going across, sometimes 
taking S days longer, : saying the oreat circle out of Seattle was too 
ough and too hard on the passengers and troops and so forth, going 
vy the great circle route. When we checked with people like the Amer 
an mail line and the cadena operators and so on, we found that they 
ere running the great circle route about 95 percent of the year the 

r round because they were doing it on a competitive basis and they 
. ead it was the closest and most economical way to run the ships. 

The CnarrmMan. Of course that argument was just stupid. 

Mr. Buack. We felt so, and we got a lot of support from people in 
Washington on it. But, anyway, that is the thing we have been 
facing here. 

We have the following projects on which we are actively working 
tthe present time: 

Lack of passenger ship service between Seattle and Alaska. Seattl 

the gateway to Alaska; ending of passenger service cut down on 

aterfront employment in Seattle, and both communities suffer a 
creat deal in tourist trade, one of the most important incomes fo 

people in Alaska, and bringing a great volume of business to 


Seattle. 
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Even though we started in July recommending that all DEW Lin 
ships should ‘be brought back to the closest port, Seattle, and put in! 
the layup fleet at Olympia so they would be available for next year’s 
lift, regardless of the amount of protesting we carried out through 
congressional representatives, they are still split on approximatel) 
an equal number between San Francisco and Seattle, which costs the 
Government a great deal more. Their only reason is that they wis 
to return the crews to their home port, and that some of these vessel 
would bring fuel from the South on their return trip for the next 
DEW Line movement. 

The Department of Defense is moving dependents, Air Force, and 
Navy personnel through the port of San Francisco, causing Military 
Sea Transportation Service to shift its major activities and vessels 
to the port of San Francisco. The Assistant Secretary of Defense 
T. P. Pike, maintains that inasmuch as the Air Force and Navy de- 
barks from San Francisco, that the number of troops now being trans 
ported to and from the Far East are not great enough in number to 
fill out the capacity of the MSTS transport type vessels ; tows 
they must fill out their requirements in San Francisco of N: avy an 
Air Force together with dependents when leaving for the Far East 
and also when returning from the Far East. It is our belief that this 
Is just another way to deprive Seattle of this movement. 

Another erent involves coal shipments from the Pacific Northwest 
to Korea under Government financing through International Co 
operation Administration, of which Mr. John B. Hollister is the 
director. The prior coal program was for some 10 million tons of 
coal from this country to European countries and Korea, of which 
1.2 million tons were destined for Korea. Under the program thi 
purchase of this coal was primarily from the United States. How 
ever, it now is the thought of the International Cooperation Admin 
istration “the procurement of coal should not be limited to the United 
States or to specific geographic regions within the United States,” 
even though the money for such purchase originates with the United 
States. 

The actual coal movement to Korea from this district will total some 
60,000 tons for the year, or approximately 5 percent of the total re 
quired in Korea. The bulk of the Korean movement has been furn 
ished by the coal States of the East, as well as the Gulf States. In 
this connection, there is a differential of some $6 per ton for trans 
portation charges, as well as additional time required in the use of a 
vessel from the east or gulf coast, to Korean points, as compared with 
the ships loading and sailing from Puget Sound. 

The State of Washington has quite a coal-producing area and, con 
sequently. a “distress” problem as to the labor situation with the 
miners. They do have a quality of coal that meets the specifications 
and should have a greater portion of this movement out of this State 
to alleviate the “distress” labor situation as far as the mines go, as well 
as producing additional tonnage for the maritime unions, both as 
to loading and transportation. 

In the loading of coal furnished out of the east coast many times 
there is a congestion of vessels awaiting berths and the rail move 
ment to the port of loading is more costly than the rail movement from 
our mines to the port of loading. W hile Washington does not enjoy 
any of the coal movements to Europe. she should have a greater pro 
porti on of the coal movement to the Orient. 
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has been proven on several occasions that coal furnished on the 
n market, such as purchases from Formosa, the quality was con- 
erably below specifications, consisting of quantities of rock and 
which are unusable. 
The coal furnished to date from Washington came from the Roslyn 
‘s and was mined by the Northwest Improvement Co., as the sup- 
er, and the Consolidated Coal Exporters, Inc., Exchange Building, 
isthe broker. 
We would appreciate some action with Mr. Hollister, Director of 
International Cooperation Administration as to the State of 
shington’s just proportion of this coal movement, alleviating the 
tuation such as outlined above. 
in regard to the development of Puget Sound, we feel action should 
taken by this committee to see that the Skagit River is redredged 
o allow vessels to take cargo as far as Mount Vernon. This river 
is silted in and is not now navigable for ships. 
We also are recommending that a wide channel should be cut right 
Wing Point in order that ferries running between Seattle and 
Vinslow can make a direct approach rather than having to come in 
und Tyee Shoal, inasmuch as Winslow is now becoming the feeder 
the entire Olympic Peninsula. 
Ve further recommend that a tunnel be built under the Duwamish 
er in order te do away with three bridges that are now obstructing 
gation, as this would open up shipping to one of the great indus- 
il sites along the Duwamish River. 
We went into this bidding. They had a lot of conversation on 
Four’s, troop transports, which were based either here in Seattle 
San Francisco, and they were opened up to east coast bidding, 
king it on both coasts, and in determining the price I think they 
y put in $50,000 differential to take that ship clear around the 
‘anama Canal for conversion. J am sure that anyone familiar with 
ship-building program knows that the west coast has been a ship 
eonhole for years, either for ship repair or ship construction. We 
ul an all-out battle with MSTS. We felt that if this was the home 
rt they should restrict it. We were willing to compete with all the 
her shipyards. 
The CHuamMan. Does that practice still go on ? 
Mr. Brack. No, sir, Senator; I believe they changed that. 
Che next real battle we took up was losing the passenger service 
\laska. We had meetings out here with labor, with Alaska Steam- 
p, With the congressional representatives. However, we found that 
\laska Steam showed actual figures of their operating loss of some 
“00,000 a year. But we still feel, and we are still plugging for some 
, that ee service should be restored to Alaska, because the 
rie trade in Alaska is their third biggest industry. Tt has a real 
ince for cama. The Northwest is growing, we have the power, 
have the water, we have the room, we have everything here for us 
}expand, and we are expanding. We are bringing industry in here, 
d Alaska, of course, we are the gateway to it. It is becoming a great 
litary base all through Alaska. It is very important to our pulp 
ww and to construction, and we feel that the Government and this 
mmittee could go on record to recommend some type of operation 
f passenger service to Alaska. W e think we will have to build new 
ps. We think they are going to be subsidized in some way until they 
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cet started, but we think passenger service should be restored bety 
Seattle and Alaska by some method. We haven't gone into the 
omeerlng study on how, but we certainly feel that 1t is a service 
enough, and it 1s a business bie enough that we should have it. 

means a lot to labor, it means a lot to the people of Seattle, as t! 
people pass through here as they are voOlne’ to Al: iska, they come fT} 
all over the country. <A lot of people would never see the North 

they would come out as a tourist to go up there, and then t 

rt » Your see, a lot of times. 

“Anoth r battle we took up was the ir service to Alaska, wher 
P, N. A was denied a certificate and were held up for a while 
their service. We weren't fight “i ig for any one company, which 
never do. We were not fhodakeas ig for Alaska Steam; we were just figh 
ing for service. We felt the : air ee be curtailed. Wi! 
you curt ail the air service, then you are curt ailing the developme 
of Alaska, and also you are t: aking business aw: ay from Seattle. Aft 
some battles 1 in W ashington the P. N. A. was rest ored thei Ir Operath 
between here and Alaska. 

Then we came into a wheat program. You have probably heard 
lot about the storing of wheat in these different ships. We found a 
of a sudden they were going to take all the ships from Astoria an 
take them into Portland, some 87 of them, and spend nearly a million 
dollars on these ships. Also they were bringing some from Suisu 


Bay. We put a lot of pressure on the Commodity Credit. In fact, | 


was back in Washington taking up the situation with them. We an 


not sure but what they may i" ive had some of those — from up at 


Olympia. The ships out of Astoria finally ended up in Portland 
They spent, I believe, over a half million dollars ele: Our com 
mittee still feels when they go to pull those ships out they are goin: 
to be silted in and they are going to have to do some more dredging. 
Of course we had quite a battle with Portland saying that isn’t true 
We felt when they sat there loaded with wheat for 2 or 3 years that 
when they go to pull them out there will be some dredging problems 
While in Seattle we had the facilities to load the ships. We had a great 
place in Olympia which could have taken those ships, plenty of wate: 
[t is a regular maritime layup fleet now. We could see no reason fo1 
these ships to be down in the river now and to spend all of that mon 
for dredging. However, we did out of our battle get 21 ships out of 
Suisun Bay. They were brought to Seattle and they were brought 
Olympia. 

We went on a battle, and Senator Magnuson is probably familia 
with the Panama Canal tolls—— 


The Cuatrman. We do have a bill now that we are pretty well in 
agreement on, and I think we can start some hearings on it. The whole 


Pacific coast is pretty well in agreement. Substantially it means shift 


ing the bookkeeping so that the Defense Department will take their 


share—— 
Mr. Brack. Take their share, right. 
The CyatrMan (continuing). Of what the canal is. 
Then the reduction of public health service, we are working on that 
Go ahead. I just wanted to state that for the record. 


Mr. Brack. On this Panama Canal, we felt the Department oi 
Defense should bear their fair stand and that the private operator 


shouldn’t bear any more than his fair share. 
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We found that the United States Public Health Service was going to 
op the merchant seaman from the public hospitals. We felt that the 
erchant seamen certainly should be allowed this service, and we 
vere successful in keeping the merchant seamen in the United States 
iblic Health Service for the coming year, at least. 
[hen we also went on. There is a House bill 2036 for naval vessel 
struction on the Pacific coast. Our committee feels that we should 
a fair share of the maritime and the Navy construction of new 
essels on the west coast. We feel sure that they should limit the 
onstruction of a portion of these vessels to bidding to the west coast 
pyards so that we are in a fair competitive market. We feel that 
ve have the shipyards, we have the facilities, we have the manpower, 
— everything it takes to build ships. It has been proven during 
| War II that this was one of the finest areas of building ships. 
lowever, we find that in transferring materals from the east coast 
it here that it is pretty hard to be competitive as a low bidder on this 
w construction program, and we think that something should be 
ne so that the west coast gets its fair share. We are sure that 
Seattle will get its fair share when we are put on a competitive basis 
th the east coast. We aren’t afraid of Long Beach or Portland. 
We don’t think it is fair to throw us in there with the east coast which 
all the advantages to start with. 


] 


\lso we had a real battle, and this committee was “ee on top, 
f the 50-50 shipping act. They tried to get away with it by saying 
the cargo was going to the Far East. It seems ~~ every year 
it comes up and that is one of the biggest battles, is that 50-50 
pping act. I think we should maintain it. I think it was the 


Hon. Senator Magnuson was the man who put that into effect. 

‘he CnarrMan. We have a bill up to re peal it, but I think we will 
ork it out in January. They took it out of the foreign bill. I think 
e will be all right on it. 

Mr. Bi ack. Then you heard some thing about the perishable foods. 

The Cuamman. Yes, we have that in the record quite at length. 

Mr. Brack. I will just say we went on a battle on that when we 

found out they were closing down pier 91 out here and that all the 
nerishable foods were going out of San Francisco. Our committee 
feels that the perishable foods are not being handled right because 
t is being controlled out of San Francisco. We feel two ships should 
be assigned to the port of Seattle and operate out of Seattle to the 
Far East. There are plenty of perishable foods that could keep those 
ships busy. As long as those troops are controlled by San Franc isco 
ve know it is going to dwindle and dwindle and no perishable ship- 
ents will be shipped out of the Northwest. 

The Cuairman. You heard my letter which I read? 

Mr. Brack. Yes, I did. 

Then we come ce to our last big project which we feel doesn’t 
iake sense, and I would like to again reiterate. I am not talking as 
Eddie Black this morning; I am talking for our entire committee. 
So-what I say is what the committee has been doing, not me personally, 
but I have just been following through as their chairman. 

When the DEW Line vessels came back from Alaska, I believe 
from both coasts, there were some 63 vessels of Maritime, Navy, and 
MSTS. In July this committee was the first committee, and prob- 
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ably the only committee, I believe, up until it was practically 

late, to go on record with all of our congressional represent utives, 

the maritime, to the MSTS and to the Navy, stating that we fe 

when these ships were through with their DEW Line job they s! 

be brought back to their closest port, which would be Seattle, 

had the facjlities to h: — these ships. We have a layup si 

ships in the Navy yard; we have a layup for Navy ships in on 
‘have the maritime ane in Olympia, which is ‘only 60 miles f) 

acy and Tacoma is only 30 miles from here. We have, and | 

had since July, information that next year there will probably |, 

a bigger DEW Line movement to the north than there was this ye 

and therefore the cargo will again center out of Seattle. We 

to the best economy of the Government and to the taxpayers 1 

these ships should not go back to the layup fleets up and down 

west coast, that they should be brought in here and put in Olymp 

so they’d be ready to make this DEW Line move next year. W 

all of our statistics, with all of our pressure from our delegation, th 

MSTS and the Maritime Commission went merrily on their way an 

divided the ships approximately 50-50 between here and San Fra: 

cisco. Now, in doing this it cost the Government a lot of ene 

cost the taxpayers a bot of money, because you had the crews on thes: 

ships from the time they left here to San Francisco, which is Approx 

mately 3 days, you had all the fueling down there, the cost of op 

ating those vessels, and next year they will have the same thing t 

bring them back up here to load the cargo, The answer we got fro. 

Admiral Dunbrink, from MSTS, I believe, was that these ship: 

crews had signed on in San Francisco, therefore they wanted to tak 

the crews back to the port they had signed on where they could 

them in planes much cheaper and quicker. That is the situation tod 

They are divided equally between here and San Francisco. 

The things we are working on at the present time, there is a coa 
shipment now that is going out, there are some 10 million tons 01 
coal that is going to be shipped, and out of that 10 million tons ther 
is about 1,200,000 tons that are going to Korea. It is amazing to m 
why, and I keep asking these questions, and I still can’t get tl 
answers, that the majority of that coal that is going to Korea shouldn't 
go out - the Seattle port. We have plenty of coal mines here in this 
area, right out here at Black Diamond, over at Rosalind, the finest 
coal a he world. We have a distress labor market in all of thes 
five areas, and we receive about 5 percent that is going to Korea. It 
just doesn’t make sense. That is the situation of that coal movement 
today. 

The Crairman. Wedidn’t have any when we started out, 

Mr. Buack. A lot of these things we wouldn’t have had unless ¥ 
had been in here batt ling for them. 

The Cuairman. Of course I think in that case, Eddie, there 1 | 
point there, that the reason, the basic reason, that ICA hit upon co: 
shipments was that there is a tremendous distress area in the c 
fields of southern Illinois, West Virginia, and I don’t know, mayl« 
over in your area, Senator, but particularly there. 

Mr. Scnorrren. I don’t think they took any coal from our are 

The CuatrmMan. Their first purpose, even though it did cost more. 
there are more unemployed in West Virginia today that there were 


{ 
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30. LT mean we have problems here, but I must say in all fairness 
y have really a rough one, and in southern Illinois, so they actually 
ew this Was going to cost more to do some little thing in ‘those two 
reas. When they started out we didn’t have any, but now we have 
little portion of it. If that situation eases up back there unemploy 
entwise more of it will come from here. 
{nother thing, it wasn’t that Korea needed the coal. There is a 
of coal in Korea, sitting right there, looking right at it, but it was 
t a method like we did during the depression, to try to figure some 
ng out to get them going, 
Mr. Brack. Then we have three local projects which we feel are very 
iportant in the deve lopme nt of the port of Seattle and to the deve lop 
ent of industry in Seattle. One, we feel that some act should be 
iken to nedneae® the Skagit River up as far as Mount Vernon. It 
illed in with silt where it is impossible for navigation. I think 
ae a Skagit probably has one more trip she can get in. She 
In for 10 years. She goes in when there is extreme 
will end all the development up as far as Mount 


| ; 
veel) xe) 


N 
ch tide. TI 


Oo 
_ 
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Vernon unless eeu is done on that Skagit River. 


think the United States engineers locally has recommended this, 
| we'd like to see it, the point at Winslow should be dredged out 
d Wing Point should be cut off so they can have a direct, the 


ferries and so forth ean have a direct, run from Seattle to Winslow. 


> 


] 


Phe reason I say that is because Winslow is now becoming the terminal 
if practically the whole Olympic Peninsula in trucking and so forth, 
id it would save some time, and it would make a difference in fhe 
levelopment of the peninsula. To go out around the channel, that 
quite a hazard, and even the local engineers are recommending that 
t done. 

We feel one of the biggest developments would be on the Duwamish 
iver. We have three bridges and every time a ship goes along 
ere they tie traffic up for a long ways. We think the Duwamish 
er should | be tunneled so as to open the river up. You could 20 
lear out to Auburn; as far as that is concerned, you could build 
hat up as one of the greatest industrial sites in the country today. 
I} here IS no reason why it shouldn't be done. We are hoping we can 
et some action on those three projects in the local area. We think 
will mean a great deal in the Northwest, and it will mean a great 
eal to the development of industry in this area. 

We would again like to impress upon this committee that the su 
ess of the mayor's maritime advisory committee has been through the 


fine cooperation we have received from all labor unions, both onshore 


ind offshore, that have anything to do with waterfront activiti 


This committee is fighting for what they believe rightfully ‘oad to 


Pacific Northwest and the port of Seattle. We have never gon 


on record on the basis of asking for cargo, ships, or shipments that are 


iot in the best economy to our Government. However. we feel we 
ave lost a great deal to San Francisco through Government agencies 
Washington yielding to political pressure from California con 


eressional representatives. 


Our committee is constantly working in the best interests of our 
ommunity and keeping in mind at all times the best interests of the 


taxpayers and the United States Government. 
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I would like to say that any success this committee may have had 
we are not saying we have been successful, we are not trying to 1 
any credit, we have always stayed out of the limelight—when we n 
in the mayor's office we restrict it to members only, unless someon 

ants to come in, we leave out all newspapers, radios, television ; ma 
times we have been asked, may we come down and televise your « 
mittee, and we say no, we don’t want any publicity; all this commi 
s doing is working toward the deve lopme nt of Seattle. 

I want to thank all the Government agencies, the MSTS. the Nay 

he Coast Guard, all the members who are members of this e 

(tee, ilong with all the onshore and otfshore unions. Prob 
this will never be in any other port, we have the longshoremen and t 
sullor sitt ney across the table working together. We have the « 
erating’ engineers, We have, AS you can see, every onshore and 
shore union sitting in there together, alone with people from Am« 
ean Mail Line, Olympia Steam, Alaska Steam, along with different 

hipvards and uptown business. I think the Senator here has 
tended a couple of those meetings. I cannot stress too strongly 
cooperation we have received from all segments of that co 
! nittee. It has prove “J one thing to me, that people can sit down acr 
table and talk out their problems. 
Phat just about takes up my little report, Senator. 

1 he CHarrmMan. Thank you. 

[ think, Senator Schoeppel, this gives vou some examples in answe1 

your question or suggestion there has been some feeling in tl 
niddle west and back east about the work stoppages and layup 

» is the best example I know of in the United States where peop 
‘an sit around the table, and we have been successful up to date, t 
committee has, in doing this job, particularly pertaining to the mat 
time phases of our economy. 

Mr. Scnorprer. I am awfully glad that this is in the record at tl 
time and that it will be in the proceedings. 

Mr. Brack. I only wish—Senator, if | may make one more point— 
know it is not possible when the Government appoints the ed 
like the head of the MSTS, the head of the M: aritime Administration, 
the different heads of these departments, that they could first. tak 
them ona flieht and show them what we have so they are not talkir Y 
in circles. They think the Indians are still out here. It is a very 
bad situation. They don’t realize what we have here and what pos- 
sibilities we have here and what we are fighting for, for what they 
think is right. A lot of times when you are back in Washington and 
ts oe to these age 1g why, they think S Seattle is so far away. . 

The Cramman. It is far away. geographically, and sometimes in 
many ee Ways. 

Thank you, Eddie. 

It seems to me that this committee is vroing to have toe xplore the 
question of subsidies, the possibility of subsidies on the passenge! 
service to Alaska. As a practical matter, I think the only way we 
can get into it officially would be to suggest an amendment to the 
Merchant Marine Act, which would include the availability of sub 
sidies to ships operating to territories as well as ships operating off 
shore. That may not do it, but at least it would bring the matter up 
on the table. 
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Brack. Thanks very kindly. 
Phe CHarrMan. And ask the Defense Department to cooperate. 
Phank you. 
We will take a short recess, of about 10 minutes, to give the reporter 
rl lereupon a short recess was had.) 
Phe CHarrMAn,. The committee will come to order. 
While we are on the subject of this water transportation to Alaska, 
\iv. Heil, I understand you have a very short statement you would 
eto give us on that matter. 
\fv. Heil is the vice president of the Alaskan Merchant Line. 
interested in transportation to southeastern Alaska. 


STATEMENT OF W. B. HEIL, VICE PRESIDENT, ALASKAN MERCHANT 
LINE, SEATTLE, WASH. 


Hem. That is right, the Alaska Merchant Line. 
My name is W. Lb. Heil, vice president. We were incorporated 
der the laws of the Ten itory on May 27, 1955. We are proposing 
build two new special-purpose rollon rollofl ships for the Service 
southeastern Alaska only. Included in these ships will be the ae 
imodations for 12 passengers inter-Alaska and 16 passengers intra 
laska. That comes under the Coast Guard and American Bureau 

{ Shipping Standards. ‘These vessels will be only approximately 235 

et in length, handling approximately 2,000 revenue tons. They will 

ive refrigerated space as well as general cargo. 

By rollon and rolloff type we are talking of an elevator ship. The 

rgo will be loaded and discharged as unit cargo with and by the 

eans of lift trucks. The ships will not carry the conventional ship's 
uw. By that we mean that the ports and the ability to go into the 
rts of southeastern Alaska and the vast tidal range in there and 

e shore facilities make it possible with these ships to operate into 
hose areas in which a minimum of existing facilities are available, 

kewise they will not have the draft that the normal larger cargo 
ship has that limits the ability to maintain schedules to many of the off 
ports of southeastern Alaska. 

These vessels will provide—there will be two of them built simul- 
taneously in the Puget Sound area—weekly sailings, and they will 
eave from this area to southeastern Alaska, to the ports of discharge, 
Ketchikan, Wrangell, Petersburg, Sitka, and Juneau, also the trips 
will rotate in their direction of sailing to furnish an intra-Alaska 
transportation that is not now being serviced by a common carrier. 
Using the elevators on the ships we will be able to furnish intra 
southeastern Alaska the ability for the inter-Territorial movement of 
vehicular traffic that is becoming very important with even the small 
expanded road program that is going into the industrial develop- 
ment into the areas of southeastern. 

The ships will be privately financed. We are in the position of 
submitting our preliminary application for approval to the Federal 
Maritime C ommission. 

[ would merely like to include this statement into the record and 
inswer any questions that I may, and we will submit a full report, if 
we may, in the next 2 or 3 days, Senator. 
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The Cuarrman. O. K. You have made application ? 

Mr. Hem. We are making the application. 

The CHairmMan. You are making application to the Marit 
Board ¢ 

Mr. Heir. We have been in conference with them a good mar 
times, starting last November of 1954, because there were cert 
problems on the construction of these ships that had to be met by t 
American Bureau of Shipping as well as the Coast Guard in 
unique facilities that we are going to include. 

The Cnatrman. And your applic ation, I presume, would be on th 
theory that they would be classified as special-purpose ships / 

Mr. Hem. That is right. 

The Cuamman. And therefore available for the 100 percent gua 
anty on the 8714 4 

Mr. Hem. I hope that is true. Knowing the tonnage requirement 
on these ships and knowing what the act is, there is a point thi 
Senator, that may have to be clarified. The service that is needed | 
suutheastern Alaska is a frequency of service, not necessarily a high 
tonnage service. Therefore the economics of operating larger ships 
than these, with the available cargo both north and southbound, on 
this type of vessel does not indicate a very good proposal on going 
into a larger ship. Therefore, the tonnage requirement, because, as 
you know, the act includes the fact that the vy must be 3,500 gross ton 
vessels, but I think that we have had every encouragement from the 
Maritime Administration and others that the special problems of the 
transportation, particularly to southeastern Alaska, will merit this. 
because for one thing the waters of southeastern, as you know, ar 
classified as inl: ind waters, and for that reason—— 

The CuarrmMan. My point was that they would be definitely in the 
so-called special purpose class. 

Mr. Hem. That is right,s 

Mr. Barrierr. Did you ae you are going to serve Haines and 
Skagway / 

Mr. Hem. We will serve Haines and Skagway. On our regula 
schedule, that will, of course, depend entirely on the ability of 1 
Territory to expand their present ferry system that now runs feos 
north of Juneau, you know, to Haines for automobile traffic, and 
is planned by the Territory to more adequately cover that by the con 
struction of a new ferry to give a frequency of service on that thai 
might not make this service necessary into that because of their dail) 
connection with the other ferry setup. 

The Cuairman. Thank you. 
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STATEMENT OF BERT HARDY, MITCHELL TRUCK LINES, 
SEATTLE, WASH. 


ie Cuamman. Mr. Hardy, do you want to file a statement 4 
Mir. Harpy. Yes, I will. 
the CHarrmMan. What is it in general reference to / 
Vr. Harpy. Regulations and rates. 
The CuarrMan. Regulations and rates of which we have had simi 
testimony- 
Mr. Harpy. Yes, I believe so. 
Phe CiamMan (continuing). On Alaskan trucking. We will put 
nin full. 
Mr. Harpy. Yes. 
Phe Cuairrman. I know you will appreciate we are running short 
1 time. 
Mr. Harpy. Yes. 
Phe CuarMan. We will put it in the record in full. 
lhe matter referred to is as follows :) 


STATEMENT OF BERT HARDY, MITCHELL TRUCK LINES, SEATTLE, WASH. 


SEATTLE, WASH., October 6, 1955, 
rOR WARREN MAGNUSON, 
Federal Court House, Seattle, Wash. 
(Attention Mr. Hoff. ) 

DeAR Sirk: Enclosed herewith is the comparative data requested substantiating 
protest regarding the unfair competition to the trucking industry that the new 
ska Railroad tariff No. 5-M imposes. In comparing these rates please note 

Alaska Railroad tariff No. 16-E represents the rate charged for moving 
irious Commodities from Seward to Fairbanks, Alaska. The rates listed as 
iska Railroad’s proportion of tariff No. 5-M represents the amount of money 

‘ailroad receives from goods shipped from the States and moved the same 
stance by the railroad under the through tariff. 

\lso note the comparison made of the rates charged by the Alaska Railroad 
moving freight from Seward to Fairbanks a distance of 470 miles and the 
es charged by the Northern Pacific Railroad for moving the same commodities 
n Seattle to Missoula, Mont., a distance of approximately 460 miles. 

You will observe that in the comparison between the truck rates from Valdez 
lairbanks, Alaska, and the railroad rates under tariff No. 5-L that the truck 

tes were slightly lower. The new tariff No. 5-M drastically reduces the rail- 
1 rates as much as $15.40 per ton. If this reduction in rates is considered 

stifiable under present conditions it appears it would have been more so in 
past when operating costs were lower and the railroad moved a higher per- 
ntage of the freight. In recent years the trucking industry has grown and 
ugh better service has taken a lot of the cargo from the railroad. It now 
ears that the railroad can afford to reduce their rates with a smaller per- 
ntage of the cargo. 

Private industry can but suffer a serious setback with many men out of work 
his tariff remains in effect. It does not seem right that a Government opera- 
i should be allowed to continue operating at a loss in direct Competition with 
vate enterprise and at the expense of the taxpayer. 
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paratime Alaska Railroad rates for shipment of goods from Seward to 
Fairbanks, Alaska, under the local tariff No. 16-—E and No. 5-M 


24,000 | 


STATEMENT OF FRED W. TOLAN, FREIGHT TRAFFIC CONSULTANT, 
INDUSTRIAL FREIGHT TRAFFIC SERVICES, SEATTLE, WASH. 


CHAIRMAN. Mr. Tolan. 
Totan. Ll have a statement. Senator. 
he CHAIRMAN. Do you want to file that and then tell us briefly 
it it is about? 
Mr. Touran. May I? 
The CHAIRMAN. Yes. 
Mr. Tolan is freight traffic consultant for the Industrial Freight 
lrattie Services here in Seattle. 
Your statement is not very long, and in general it relates to the 
ivisdiction of the IC Cin Alaska 4 
Mr. Tonan. Yes, si 
May I just snacainade. without reading it, because I don’t think 
s necessary. 
Phe CHairMan. It is not very long and we’d be glad to have you 
ead it, too. 
Mr. Toran. May I just paraphrase what we are thinking and why 
e are here today. It is this, Senator, at this time the Congress of 
» United States has given jurisdiction over justness and reasonable 
{rates to and from Alaska insofar as the transportation terminates 
Seattle. 
Phe CuatrMan. That is right. 
Mr. Toran. Now, they hi: —_ given jurisdiction from Seward or any 
and point within Alaska, but there is a bridge gap now between 
eattle and the interior sania Briefly stated, we are asking thi 
ommittee to recommend to the Congress that legis: ation be recom 
ended which will bridge that gap and give one jurisdiction straight 
through. At the present time there are no standards, believe it or 
‘t, there are no standards of justice or reasonableness of rates, from 
here to Fairbanks, or from here to Anchorage or from here to any 
nterior point. The way it is done now is that 1f you have a move 
ent from here the Maritime Administration has jurisdiction as far 
is Seward. The Interstate Commerce Commission has a nebulous 
pe of jurisdiction, and I use that in a generous sense, from Seward 
fo an interior point. 
The CuHatrmMan. Legally they have none. 
Mr. Touan. Legally, I think that isright. There isa certain amount 
f debate on that point. 
The CrarrMan. Yes. 
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Mr. Toran. But what is happening now is that you have no t 
of justness or reasonableness the same as the citizens of the rest of 
the Nation have. . 

Now, in putting and recommending a regulation, I am convinced. 
and I hope the statement there, without reading it, will point ou 
that there is a very real and practical need for giving the citize), 
of Alaska—lI happen to have been born there and went through hig] 
school there, so I have a very warm feeling for that Territory. L au 
hopeful that this committee will give the citizens of Alaska the s: 
standards of transportation that they give everywhere else. It wo 
make unnecessary so many of the rather futile flounderings that 
on in the paper, because, as it stands now, on a movement ‘from hi 

Alaska, for example, from here to Fairbanks, or to Anchorag 
rates can be changed on no notice, and it actually was done, it actua 
was done on less than three days’ notice. 

The taritis a few years ago carried an Interstate Commerce C 
mission number. We, ironically, it might be stated, believed t! 
that gave us the protection of the filing notice. We found out t! 

they ni os actually filed the tariff with only three days’ notice. Thi 
Interstate Commerce Commission said, enough of the foolishness, ir 
effect, ¢ and threw the tariffs out of the files, and at the present t 

to even take the most simple question that the Interstate Commerc 
Commission would handle on a modified or a deposition procedu 
we will have to go to a Federal judge, who just isn’t trained to d 
that kind of work, in order to get a justness and a reasonableness 
determination, and that is not the form in which to try these technica! 
matters. 

It is our hope that from the brief recitation, and by this statement 
I don’t want to in any event be put in the position of throwing stone: 
at Alaska Steam or any of the truck operators or anyone or tli 
Alaska Railroad, but we think the threat of what might be called a1 
archy situation of freight rates between here and Alaska creates thi 
excesses that would not exist if there was a fair and an impartial con 
mittee or commission that could look it over. 

We feel, too, that we are not asking the impossible in this, as so1 
of the problems I have heard in the brief time I have been in this ses 
sion would take Moses and all the disciples to execute a satisfactory 
answer. 

But we think that this is within the power of this committee, that 
it is something that can be done, and it is something that I am confident 
from living in Alaska and working with over 500 to 1,000 snappers i 1 
this area who do business in Alaska that you can at one fell swoop ju 
do immeasurable good for the development of the country. 

Let me point out, too, Senator, that with Alaska developing nov 
away from the water—it is true we have the large coves, but develop 
ing means going inward where the Maritime Administration is 1 
potent. We hope the progressive step now of giving a central form 
of creating and injustices and preventing them for the future will ma 
terially aid in the establishment of industrial developments inland. 

With that, sir, and with the brief factual data we have here, w 
hope something can be recommended at the coming session of 
Congress. 

The Cuarrman. Fred, we heard a great deal about this matter, 
course, in Anchorage, because that was a focal point where an of 
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s occurs, and I think you have summed it up very well, because the 
ole question of ICC jurisdiction, I think your stateme nt is correct, 
at the present time a half dozen people control all through rates to 
\laska. 
- Totan. Actually, it is about three people, and we are caught 
this position. I mean everybody in the room knows—just to give 
all example—that on tongues and grooved lumber is lumber. I think 
e answer Is anywhere in the wor Id and there is no question but that 
hat is lumber, but one man made an interpretation that that isn’t lum- 
, that that is building woodwork. So we either now have to go 
wn and fight an expensive court case to determine whether that is 
r is not lumber under the terms of the tariff, and that is a crazy 
tuation. 
Che CuatrMan. We will be having this matter before the committee, 
here will be no question about it, because we are going to have several] 
uendments, suggested amendments, to the ICC act, which will include 
itters that you speak of. As a matter of fact, we have a committee 
| in now on that matter. So we appreciate it, and we might be 
ling on you for some information when we get into the technical 
el ails. 
[| do want to announce that the committee has appointed jus ‘t this 
ek a rate expert to work on this and other rail questions, to get a 
lf ready because we have the whole transportation matter before 
He is very good. He is Frank Barton, who is transportation man 
m the General Services Administration, who knows this subject. 
course you rate experts are all a different group of people to us, 
it it is the most complex, most delicate thing that I know of. But 
lt ink we can understand this Alaskan thing pretty good. 
. Touran. We cert: ainly hope so, because it does mean a lot to the 
re of both this area and that. 
heC HAIRMAN. Thank you. 
Mr. Bartiterr. We were told, Mr. Tolan, by representatives that 
the truckers and the Alaska Railroad at Anchorage would wel 
e jurisdiction of a regulatory agency. 
Mr. Tonan. I think that is right, because from the shipper’s stand 
nt, it is true that we like, we want a qualified form, but this 1s true, 
o, the Interstate Commerce Act under section 15 guarantees them a 
r return, and it takes it out of the realm of newspaper talk and 
it sort of thing and puts it on cold proof and facts all the way 
ugh So not only do you give the shipper a break, but I believe 
‘arrier gets a break by being guaranteed a fair return. 
» Coarrman. No ground rules on rates that you can abide by 
| rely on; they can change them, and have ~ so, back an 
thout any notice, but they finally testified i ; hates that aes 
cht welcome what you suggest here. 
I said that I thought, Senator Se hoeppel and I said we thought, you 
eht because it would surely take a lot of headaches away from them 
to have some ground rules here so the shippers could know where they 
Wt s 
 Totan. I can’t conceive anyone would want to believe, actually 
ire in the John D. Rockefeller days of freight rate-making d: ays 
ow. I think they are entitled to the protection of the Interstate 
mmerce Act the same as everybody a 
Phe Cramman. Thank you, F red. 
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(The prepared statement of Mr. Tolan is as follows :) 


STATEMENT F Frep H. ToLan, FreiIgntr TRAFFIC CONSULTANT, INDUS 
FREIGHT TRAFFIC SERVICES, SEATTLE, WASH. 


We ask that this committee recommend amendment to the Interstate 
merce Act to provide the following: 

(1) The Interstate Commerce Commission shall have jurisdiction over 
transportation of property (and passengers) between any point in the Unit 
States and the Territory of Alaska that they now have on traflic between State 
of the United States. 

(2) That the Interstate Commerce Commission have jurisdiction betwee; 
points within the Territory of Alaska insofar as any through movement t 
from a point in the United States involves a further movement between | 
within the Territory of Alaska. (No jurisdiction on purely local intra-Ala 
movement is suggested. ) 

(3) That the Interstate Commerce Commission jurisdiction cover both t 
maritime legs of any through haul, and/or any rail or truck haul within 
Territory of Alaska or the United States. Specifically, jurisdiction should 
given them in a clear-cut manner over the Alaska Railroad and/or any 
petitors of the Alaska Railroad insofar as through movements are concerned 

(4) That the protection of the Interstate Commerce Act insofar as the 
through movements are concerned be of the same quantity and quality of pr 
tection given the public within the United States insofar as all four sections 
the act are involved. This includes rail, water, truck, and forwarding, but 1 
air transportation. 

The request for the changes outlined above and the great public need for the 
has been forcibly brought to my attention over the past several years. I rep! 
sent a host of Pacific Northwest and Alaskan shippers. The problems have n 
arisen on broad “stratospheric” levels, but on the much closer level of day 
and day-out business. 

First, I should qualify myself. I was born in Seward, Alaska, and my father 
was an Alaskan from the gold rush days until the time of his death. He sy 
most of his adult life in Alaska. I had my high school education in Ketchil 
Alaska, and lived there for 4 years continuously, and for six summers wh 
attending college. In addition to the transportation experience from this end 
have had the local living experience in Alaska. 

Today in Seattle I represent nine different associations, including the furnitm 
manufacturers association, the produce dealers, and a host of local manufa 
turers and distributors, including the Associated Grocers Cooperative and other 
large shippers to and from Alaska. 

Here are the specific reasons why placing transportation between Alaska an 
the States on the same basis as interstate transportation will do immeasural 
good for the development of the Territory. 

(1) /t will promote stability.—At the present time there are no standard: 
for freight rates. There is no pattern; there is no logic or reason to many, mal 
of the rates. It is a pure “Topsy” situation. If the through freight rates t 
\laska were subject to the same statutory requirements of justness and reaso! 
ableness as are rates between the States, it would encourage the development 
of industry in Alaska. We had such a situation before us when the Vermiculit« 
Northwest Co. sought to develop an expanding plant in Alaska. The freight 
rate situation made it completely undesirable to do the work in Alaska. Thi 
plant could not succeed. 

(2) It will protect the public from “quickie” or unwarranted rate increase 
At the present time only the water leg of the through movement to Anchorag 

Fs 


wnt 


or iirbanks is subject to regulation. A through rate involving the Alaska 
Railroad, for example, is not controlled. A few years ago we had the fantast 
situation of a major change in the insulation rate to Alaska filed with the Inte1 
state Commerce Commission on a stated 30-day notice basis, but actually received 
by the ICC on less than a week’s notice before the change became effectiv 
We protested to the ICC that the filing did not correspond with the 30-day r 
quirement. The Interstate Commerce Commission found they had no jurisdi 
tion, canceled the through rate tariff from their files and washed their hands 
the entire matter. Shippers in Alaska are entitled to 30 days’ notice of rat 
changes the same as citizens of the United States. 
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LCC jurisdiction will give the shippers to and from Alaska protection 
arbitrary or capricious rate making.—At the present time less than half a 
people control all through rates into Alaska. Three persons alone are 
important. <A decision by any one can control the interpretation of a 
ff or the application of a rate. We have had that point brought out repeatedly 
freight items involving groceries, building materials, and other cost-of-living 
is to Alaska. There is no tribunal to which we can appeal at the present 
unless we complain to the Federal court. A Federal court judge is just not 
ned or able to interpret technical tariff data. Most Alaskan sh ppers just 
not afford the time delay or cost of taking their rate problems through the 
eral courts for adjudication. The shippers to and from Alaska are entitled 
e, competent, impartial adjudication of their transportation problems 
ey don’t have it today. Giving the Interstate Commerce Commission juris 
tion would give it to them. 
j ICC jurisdiction over transportation between Alaske and the States aril 
ce and eliminate many rate injustices.—For example, it is more expensive 
hip furniture to Seward, Alaska, from Seattle, than it is to ship it to a rail 
Seward 


TT 


t north of Seward, even though the shipment to a point north of 

quires a handling at Seward, a carloading, a rail haul, and a car unloading 

does not apply to the Seward shipment Shipments to water points 

to weight or measure, yet the identical shipment to an inland point 

yon a weight basis. This is true of a host of items, including fresh fruit 
iva MIs food Item 

fhe shippers to Alaska and from Alaska do not want anything not already 


¢ 


the residents of the United States. There is no sounder way to correct 


vetables a 


injustices and to prevent future injustices than to set up clear-cut 
ards of justness and reasonableness under the jurisdiction of the very able 


impartial Interstate Commerce Commission 


» respectfully urge this committee recommend such change in the Interstate 
erce Act as will accomplish these purposes. 

The Crarrmman. Mr. Stanley. do vou have a statement for us? 

Mr. Sranuey. Yes. 

The Cuarrman. Allright, proceed. 


STATEMENT OF WILLIAM P. STANLEY, DISTRICT MANAGER, 
NORTHWEST FREIGHT MANAGEMENT CO., SEATTLE, WASH. 


Mr. Srantey. My name is William P. Stanley. I am district man 
iger for Northwest Freight Management Co. and in this capacity 
represent firms in both the northwest and Alaska in matters of ship 
ping freight and acting as their traflic consultants. Also, I am a 
registered practitioner before both the Interstate Commerce Com- 
mission and the Federal Maritime Board. 

Without reading any further here, gentlemen, my testimony would 
be quite similar to that of Mr. Tolan, in that, well, in the past three 
ind a half years we have shipped over a hundred thousand tons of 
cargo, and have seen it go up, and to be quite frank with you, it 1S 
a rather complex and frustrating situation as to sometimes not know 
ng how much you are going to advice your clients that they are 
paving. 

Fred brought out that one item there regarding the question of 
classification where one man rules on it; beyond that one man there 
; no other recourse to go to other than court action, which might be 
quite costly, and things like that. 

I might point out that there was—— 

The Cuarrman. Let me ask you this; do you find that the trucking. 
the new and growing trucking, industry would sort of welcome some 
cround rules and regulations, the general sentiment ? 


TA7T328—56 
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Mr. Sran.ey. Yes, I believe they would, Senator. Most of 1 
that I have dealt with. You see, the way the shipping act in 
reads. the regulation of the Federal Maritime Board, as you re: 

Is Just to the port, so there are two tariffs on file now by Susenen 
carriers and Federal Maritime Board and Alaska Steam and c 
wise, naming them as truckers. That is all well and good, and, 
nically, there is nothing to prec lude these truckers from, s say, « 
through rate might be $3 or $6, whatever it may be, and their ei 
tion may be $2, as is filed back in the offices of the Federal Marit 
board, but there is nothing to preclude them from going to the shipper 
and saying the rate was >38, and here is a dollar back, that is rebat 
there is no way of stopping it, there is no way of knowing, but 
think the truckers equ lly and 

this. 

I believe also, Senator, that, naturally, grandfather rights sho 
be set up. 

The CHamman. Oh, yes. 

Mr. Srantey. There are a lot of honest truckers in Alaska who d 
need that protection, they need grandfather rights, but it is a situat 
that is most confusing in trying to establish a pattern of rates and 
tablish something that will help the Territory. 

One othe ‘r alternative 

The Cuarrman. | think we'd like to know this, in view of you and 
Fred and all who testify, in a general Way. Il would think it would 
appear to Us, and even though in Alaska, even the railroad itself, 
operating management, we didn’t get a chance at the new man, bu 
John Manley was there, and others, and Alaskans, that this situation 
can’t continue to exist up there. P robably everybody would be bet- 
ter off in the long-run, with rare exceptions, with ICC jurisdictioi 
where we'd then have some stability and some ground rules on rates 
Wouldn’t you say that would be the general opinion ? 

Mr. Srantey. Yes. 

The CuarrmMan. With you people, too, down here who handle this! 

Mr. Srantey. Yes, that is very, very true, Senator. If I could add 
one little sidelight to that. 

The Cuatrman. Yes. 

Mr. Stantey. This is no inflection against the Interstate Commerce 
Commission, because I think they are one of the few agencies who 
have kept their back to the wall, and so forth, and have done a very 
good job of regulation; however, they are faced with an increasing and 
growing problem of getting a backlog of cases which is hampering 
them, and I don’t want, in other words, to recommend that the ICC 
take this over and 4 years from now something is done about it. You 
see what I mean; they may get a complete backlog. 

There is another suggestion which I may make, and I do want to 
bring out, and it would be an alternative suggestion—I think it would 
give us a less desired result—that would be perhaps Congress by no! 
specifically pointing out in the act—the only plac e, incidentally, in 
the Interstate Commerce Act that they do mention Territory is in pa) 
I, which governs railroads, of course, the enabling acts of the railroads 
exempts them from that portion, so it has no bearing, but there might 
be the possibility of perhaps leaving Federal Maritime Board juris 
diction, say, on the water portion and then allowi ing the Alaskans then 


put 


alike WoOUi Id welcome something 
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ves to create a regulatory authority, or let it come from Washington, 

hichever way, it doesn’t make too nuch difference, but that 1s an al- 
ate. Isay it isa less desirable plan, but I had that in mind in that 

certainly dont want to get mired down on any legislative backlog, 
egislative backlog, or any race backlog that the LOC may have and 
actually end w ith what we do want. 

Phe CHairman. I will defer to my colleague, Senator Schoeppel, 

ause he has had a long experience as Chairman of the Public Util 
Commisison of Kansas, in the Midwest there, so he is an expert 
his matter. 

\ir. STANLEY. Very fine, Senator. But that is, just as I say, an al- 
ative suggestion. ‘There is one move thing, of course, and that 
this legislation comes about, Is natural, your worry, so to speak. 

fhe Cuatrman. Amendment to the ICC basic act. We have a 
k of them this high ( indicating). 

\ir. STANLEY. I mean those intricacies. I mean that would be what 
would actually 

Phe CuamMan. I think Congress will be taking up this next session 

i of them. We have not completed it all, because, as you know, it 
long, big, complex subject. We are trying to get a little staif to 

ether on these problems, people who know about them, the ICC, the 

endments to the act, because we do have the big cabinet transporta 

| report in front of us, and these matters specifically, and the Com 

ssion itself has set up a group of amendments they want, some 

teclinical and some agreeable to everyone, some controversial, so we 

ive the whole thing. I think we will have a good chance to get at 
at you suggest here and what Fred suggested. 

Mr. Strantey. One more thing, Senator, Id like to get into the rec 

d would be the fact that being a representative of a large group of 

ppers to Alaska and within Alaska there are two things that are 

paramount in their minds, or were, as a matter of fact, that’s rates and 

vice. With the talk of today, of the previous testimony by M 

Skinner, and the Alaska merchantman, and so forth, bringing out the 
ct that new services are being thought of every day and going into 
tion and so forth, time is an element here to set this thing up right, 
ierwise, if nothing is altered within the next 2 vears, then we 

ll not have gained a thing: in other words, any rate reductions that 

\y result from improved services and so forth, as things stand to 

y, Increased cargo handling facilities and so forth, still have not re 

lted in any rate reductions as far as the shipper is concerned. It 

LV y help the steamship company; it may cut down pilferage. But, 

rall, the shipper is interested in the rate st indpoint as well as the 
vice st indpoint. 

Che CHairmMan. Well, the shipper in Alaska, I think the Delegate 

ll tell you, has had a constant increase all the time in rates. 

Mr. Barrierr. Yes. 

The Crairman. Despite, we hope better transportation, more 

odern, but it is just a recurring matter all the time, and I don't 

une them. I don’t know whether it is justified, but I don’t blame 

‘im because the rates are pretty high. 

Mr. Barrierr. I think we had better take a chance on that backlog 

d put the ICC in and leave the Federal Maritime out. 

Mr. Sranitry. Iam very prone to go along with you on that. 
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Mr. Barrier. I thought you would be. 
Mr. Sraniey. because I think any action you might get if you «, 
face a backlog@ at least you know you are in the right section of ¢] 


randstand, so to speak 


‘(7 


Mr. Barrierr. Let’s get in that right section. 
Mr. Sranuey. Although I will add for the record Iam a practitioner 
before both bodies, so I don’t want to put one against the other. 


Mr. Barruerr. | am not a practitioner before either one so I will ¢ 
before the ICC. 

The Crainman. Are there any more questions ? 

Thank you so much. 

(The following is the portion of Mr. Stanley’s statement which 
did not read :) 

I would like to bring to your attention a matter which, in my opinion, has 
caused considerable confusion as well as creating an unwholesome competitive 
situation regarding carriers who serve Alaska both from the United States 
within the Territory. 

In the past 3% years our firm has managed and shipped over 100,000 tons of 
eargo from the United States to Alaskan points for the various clients we repre- 
sent and the problem of partial regulation has created a somewhat perplexing 
situation. 

As you are aware, the three existing common carriers by water, namely, Alask: 
Steamship Co., Alaska Freight Lines, Ine., and Coustwise Line, are unde 
authority of the Federal Maritime Board This body's jurisdiction covers 
shipments between west coast United States ports and Alaskan ports only 
with the exception of Alaska Freight Lines, whose rates include the above area 
as well as between inland points in southwestern Alaska and the United States 
Ocean Forwarders, a freight forwarder, is also under Federal Maritime Board 
jurisdiction as a common carrier to interior Alaskan points only. 

There are a few over-the-highway operations to Alaska, but jurisdiction is 
by Interstate Commerce Commission to the Canadian border only and does 1 
extend beyond that point. 

Within Alaska, there are numerous trustworthy trucking operations, as we 
as the Alaska Railroad, who do not come under any form of tariff regulatior 
Two of these truck lines, Garrison Fast Freight, Ine., and Mitchell Truck and 
Tractor Service, Inc., are named as beyond carriers from ports of discharge ji 
tariffs of steamship companies on file with the Federal Maritime Board, namely) 
Alaska Steamship Co. and Coastwise Line. However, there are no agencies 
which actually govern their operations or the rates they publish as an intra 
Alaska carrier. 

I would like to suggest that some remedy be found to put all carriers on ar 
equal regulatory basis. One plan would be to extend the authority of the Inte 
state Commerce Commission by amending the Interstate Commerce Act to cover 
transportation between the United States and Alaska. The Alaska Railroad Act 
and Shipping Act, 1916, also would have to be amended to allow Interstate Com 
merce Commission control. If this course of action is taken, then, of course 
“crrandfather” clauses should be set up to protect investments in present trans 
portation facilities. 

Another possible solution would be to leave existing jurisdiction of the Federa 
Maritime Board and to create a regulatory authority separate for intra-Alask 
commerce with authority to prescribe rules and regulations. Congress, by omis 
sion of specific legislation regarding regulations, bas left the door open for 
Alaska to set up their own laws governing Alaska transportation. 

Either of these two plans would accomplish the following desirable results 

1. Ratemaking would be put on a realistic cost basis. 

2. A rate pattern would be established which would be truly competitive and 
stop any possibilities of rate wars. 

3. The threat of unfair advantage through non-regulation which some carriers 
have over others would be removed. 

4. The shipping public would benefit through a sound transportation polic) 
which would allow protection from illegal practices. 

History has shown what lack of regulation may do to transportation as 4 
whole. Towever, I hasten to add that over-regulation may stifle competitior 


t 





ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


as private enterprise. That some form of uniform recul 
at this time is evidenced by the facts as stated he 
‘an entire network of transportation 
healthy situation for either carriers or shi 
ivate enterprise in Alaska and contract cari 
» best interests of the publie as well as fon 
on costs and types of service rendered. 
“king as a representative for large shippers to the Territe 


titioner, I believe some program should be worked out whi 


‘+h woul 


eculations covering all surface transportation between the North we 
I 


a. In view of the expansion of the Territory, new modes of freight har 
iV improvement, sea trains, et cetera, it Seems 
be worked out rv take care of the problem of it 
ow exists. 
| wish to thank the Honorable Chairman and members of the committee for 
wing me to appear before you and present these views at this time. 
he CuarrMan. We only have one more witness listed, so we prob 
y can finish with this. 
Phis is Captain Decker, Seattle representative of the Internationa] 
rvanization of Masters, Mates & Pilots. 

I want to say again to those who weren't here, we will leave the 
record open for several d: LVS in case anyone has something to arr l or 
nine they couldn’t get in on all these matters we are discussing. 

‘aptain, do you want to put this all in the record or highlight it or 
lo you want to read it all? 
Mir. Decker. I'd like to read it. 


The Cuatrman. All right, you read 


STATEMENT OF CAPT. GEORGE J. DECKER, REPRESENTATIVE, IN- 
TERNATIONAL ORGANIZATION OF MASTERS, MATES, AND PILOTS, 


A. F. OF L., LOCAL NO. 90 


Mr. Drew R. i wie ( reorge a Decker. Seattle representative, act 

x on behalf of International Organization of Masters, Mates 

Pilots, A. F. of L., Local No. 90, hereby submit to the Honorable 

wren Gr. eet Chairman of the Senate Committee of Inter- 

te and Foreign Commerce, the following five proposals for con- 
leration: 

f. Brine of the most flagrant ex: amp le 3 of disreg ard by a Gove rnment 

ICV of t 1e best inte rest of American ship ping and American sea- 
men is the ae, ary Sea Transports tion Service’s practice of hiring 
foreion nationals as officers aboard its vessels in the Far East com- 
mand. 

(merican Government vessels, on Government business, are being 
operated by officers with licenses from Japan, Norway and numerous 
foreign countries. Our Government has long contended that we must 
build a strong merchant service and maintain officers ready to man 
the lifeline in times of emergency. The Government has spent mil- 
lions of dollars in sup] port of this contention. The MSTS has acted 

direct opposition to this well-ordered plan by hiring foreign offi- 
ers, who do not build the peacetime strength of the merchant marine 

d who cannot be depended upo on to fill o yur needs in time of emergency 

“The irony of the MSTS’s action is that by hiring the foreign li- 
ensed officers, they are depriving of employment American citizens 
vho have made a career of the sea. At the present time, American 
officers are being forced to seek occupation away from the sea be- 
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cause Of the scarcity of shipping. Many of these men will be pe 
manently lost to the merchant service. ‘At the same time, a govern 
mental agency is hiring foreign officers. This policy is both unreal. 
istic and detrimental. 

The Cnairman. Captain, so we can be specific there, and we shor 
I wish you would sup yple ment this with cases and incidents. 

Mr. Decker. They are still being hired today. 

The Cuarrman. I: say so we can have something specific. 

Mr. Decker. They are still hiring from the Far East command over 
there right now. 

The Cuatrman. T know there are some and you can answer thx 
but we should be a little more specific. They probably would answer 
us in general terms and policy whether they are or are not doing t] 
but I think we ought to be spec ific about it. 

Mr. Decker. 2. The United States is now spending $314 millioi 
a vear for the education and training of new merchant marine office 
Fach vear, 800 new officers are created: 400 in the deck depart 
and 400 in the engine de partment. The great majority of these m 
will never follow the merchant marine as an oece upation due to 
impossibility of getting positions and of going to sea. Their training 
will be lost to the t: axpayer and the Government. 

There are now ap; roximately 10,000 surplus deck officers in 1 
United States. The re isa urplus of 1.200 licensed deck officers or 
the Pacific coast alone. 

Positions must be found for the men who have devoted their live 
to the sea before new men can be put to work. The Government would 
do well to divert some of the funds spent on training more officers to 
the task of making opportunities for the men who are already trained 
and are now being forced to leave the sea for employment. 

The CHairman. George, on that the committee directed an invest 
gation of al] the maritime academies last year, or this session; Senato1 
Payne, of Maine, and I were ap pointed to do so. The Congress oave 
us 2 small amount of funds to do it. Payne is conducting the matte: 
on the PNst COast because one of them is in Maine. 

Mr. Decker. Massachusetts. 

The CuatrmMan. I am going to do it in San Francisco next week 
for a couple of days because some of them are located IN) California, 
and I understand the unions, people like yourself, will be there to 
give testimony. 

You see, at present we appropriate money for the King’s Point 
Academy, and we also grant aid for the State academies. 

Mr. Decker. On 3. Senator, this was given to me from a retired 
Government employee who is well connected, and I will read it, be 
cause if that thing comes through, and I know it won't, you people 
won't let it, but : will read it. 

. We have been informed by reliable sources that foreign ship 
inet interests are making a concerted effort to bring about legislatis 
changes which would enable them to engage in coastwise shipping. 

There is a movement afoot to change the present law which pro 
hibits transportation of merch: is or Perens? between United 
States ports by foreign vesse Is. (46 U.S. C. 5, 289 and 290, 30 Stat. 
248.) The initial step would be designed saciaaly to allow certain 
foreign vessels to engage in coastwise tr: ade. This would, of course, 
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vide serious competition to American shipping. The already poor 
dition of ship ping would become worse i ‘n required to compete 
the vesse ‘ls ot the countries with low st: indards ot living. 
ince the door was opened for foreign vessels in coastwise trade, 
d only be a m: itter of time before they would atte mpt to engage 
ntercoas stal service. Foreign participation of intercoastal trade 
ld deal a death b lo ww to American shipping. 

We urge strict vigiiance in heading off any attempt to allow foreign 
Istoe wooo In coastwise tr: ide, no matter in wh; it oulse it appears. 
The Navy has recently prepared a directive est: ablishing more 

stringent requirements for Navy Reserve officers. One of the pri- 

ry reasons why merchant officers were not on active duty in the 
Navy was because they could not meet the physical requirements. 
Their service to the country in its time of greatest need, however, 
was a bright chapter in our history. 

The Government re that 75 percent of the oflicers on sub- 

ized vessels be in the Naval Reserve. Raising the requirements for 

the Naval Reserve will force many of the men out of their positions. 
These men are c — le merchant officers and fully able to carry out 
their duties. This Nation’s objective of a strong peacetime merchant 
arine, ready for service in wartime, cannot help but be undermined 
a program which would force into other occupations some of the 
iost capable and experienced merchant. officers. 

(he Navy also proposes to increase training for the Naval Reserve 

cers. The proposal is for training periods. Such a plan is un- 
realistic. It would occasion great financial sacrifice by - officers. 

i this port, many of the v essels leave on regular voyages of 314 months 
ormore. In order to receive the Navy’s training, many officers would 
be forced to lose 3 or 4 months from work. While they might receive 

pensation for the training period, they would have to bear a com- 
plete loss of income for an additional 2 or 3 months. Such a loss 
would be disastrous to those men and their families. 

The younger men, who have recently graduated from King’s Point 

elsewhere would have a great advantage in the Naval Reserve, even 
t] el their experience falls far short of the men who have devoted 
their lives to the sea. 

\ practical alternative would be a system of correspondence courses 

to enable the merchant officers to keep abreast of Naval Reserve train- 
ng without having to sacrifice unreasonably large sums. If such a 
plan is not put into practice, the Naval Reserve, the merchant marine 
nd national security will be the losers. 

The CuHatrMan. Thisisanew matter to me. 

Mr. Decker. Charlie called me up Monday night, Charlie May. 

The Cratrman. It is surely one we want to look into. It will come 

before us in the Senate. 

Mr. Decker. Charlie May called me up Monday night and he will 

ipnear before you also. 

The CnatrMan. Tnasmuch as it affec ts our merchant marine officers, 

lam sure med would look to us to decide the matter with them. They 

id hetter be careful about this, because without the reserve officers 

e Navy is sunk, 

Mr. Decker. That is right. 

5. One of the primary concerns of the shipping industry in this 

nort has been the transfer of American vessels to foreign flags. Meet 
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ings have been held, conferences have taken place, and promises h 
been made with a view to clarifying this situation. The fact rema 
however, that within the last year 57 or more vessels have been tra 
ferred to foreign ownership. Ships are being continually transfert 

Within the last couple of days, I have received word from two d 
officers—residents of Seattle who have been employed by Tra 
Oceanic Marine, Inc., of New York, on their steamship J/o0jave—t 
this Liberty-type vessel is to be transferred to foreign registry, as | 
yesterday. That is when she was transferred is vesterday. 

It was my understanding that when the 60-odd vessels were tra: 
ferred to foreign flags last spring that this was to be the end of s 
transfers. As matters now stand, there is a scarcity of this type of 
tonnage under private ownership and there are American operators 
who are willing to buy this type of vessel. 

In a recent edition of the Marine Digest, a local weekly mariti 
publication, the London correspondent states 
* * * at the time of writing, no million dollar sales have been reported f 
Liberty vessels. Quite obviously under present remunerative trading conditio1 
such vessels are worth a million or more to current owners. 

Last spring Liberty ships were selling on the world market. for 
about $750,000. This undoubtedly had cence y to do with the 
burning = of some tramp operators to pay off their mortgages 
and place the ships under foreign calaee. eae they would be fre: 
to dispose rr them at a large profit, if they so desired. 

It would be interesting to know what has happened to these vessel 
whether they are still owned by the people who executed the transfer 
If not, the former owners have made a profitable speculation at the 
— nse of the Ame rican people, and, apparently, if such is the case 

3 it to continue 

This situation must be rectified. Our country is not only losing 
jobs for American crews, but is also losing the income and jobs which 
result — supplying and maintaining these vessels. Many of t] 
vessels, although under foreign flags, are owned by American capital 
and are being operated tax free. 

Respectfully submitted. 

The Cnatrman. George, of course, your last point, you heard us 
discuss. 

Mr. Decker. That is right. 

The gy in. It is one I don’t know about. We have had them 
before the Board not once but dozens of times. The last transfer was 
affected after the Maritime Board had decided that it was in the best 
interest of those Americans that had investments; they’d lose thei 
investments unless they got the ships, and that was the basis. How 
ever, there are a few transfers that are in no way competitive with 
us. Oh, there are about 30 of them that are in no way competitive 
and never would be, but these were all Liberties, being a world tramp 
trade. When you put a ship out it has to be in competition someplace, 
somewhere. 

Mr. Decker. That is correct. 

The CuatrmMan. Thank you, unless you have some further questions. 
Tam sorry, George, we sort of rushed you. 


Mr. Drcexer. That is perfectly all right. 
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Phe Cuamman. Again, I will say that we will keep the record open 
case there is something you want to add or some corrections you 
eto make. 

(The following information was supplied :) 


NATIONAL ORGANIZATION MASTERS, MATES & Pitots oF AMERICA, 
Seattle, Wash., October 20, 1955 
n. WARREN G. MAGNUSON, 
Chairman, Senate Committee of Interstate and Forcign Commerce. 
HONORABLE Sir: Upon returning to my office this afternoon after appearing at 
committee, I received a letter from Capt. John M. Bishop, secreiary-treas- 
of the I. O. M. M. & P. Ine., copy of which I am attaching hereto, and re- 
tfully request that you attach same to my brief. 
Thanking you, I remain, 
Yours very truly, 
Capt. GEO. J. DECKER, 
Seattle Representative. 


INTERNATIONAL ORGANIZATION Of} .STERS, MATES & PILOTs, INC., 
October 6, 1955 
Joun A, Cross, 
Secretary, Local 90, Masters, Mates, and Pilots, 
San Francisco, Calif 

AR SIR AND BroTuHER: Received information yesterday, October 5, 1955, from 
U. S. Coast Guard to the effect that the United States Naval Reserve is en 
ng principle of a recently passed, so-called Ready Reserve program his 
on atfects the licensed deck officer serving on vessels receiving subsidies 
Since the passage of this Ready Reserve bill, the Navy Reserve Administrati 


anceling Naval Reserve commissions for nonattendance to their requi 


ed 


ngs on the 30-day status as required by the United States Naval R rve ft 


ntain their commissions as such Heretofore, no action was taken aga 
deck officers that were actively employed on the United States vessels where 
| status was a requisite for their employment. 
such time that I am able to make the necessary arrangements with the 
chant Marine Division of the United States Naval Reserve here in Washing 
no try © et those officers reinstated who have been dropped as well] 
iblish some recognition which will allow the service on these subsidized 
to be counted as service under the Naval Reserve Act, I 
*membership to the effect that this action is taken care of. 
also may be well to contact the regional director of 
area and endeavor to work out some solution that the 
not be deprived of their commissions simply because they 
al Reserve meetings and/or put in the necessary time as requi 
al Reserve. I intend to meet with the representative of the 
here in Washington in this regard and sincerely hope that 
be made to overcome the denial of these commissions simp! 
emploved in the merchant marine, possibly | i 
juirements of attendance to the meetings, efe 
I spoke to Captain May in this regard this morning and he sugge 
this brief outline to acquaint you with what is going on in the N: 
ogram, I remain 
Fraternally yours, 


ecause he 


JOUN M 
Seeretary 
The CHamman. The chairman wants to say publicly he appreciates 
ill of these witnesses coming here. We have a great number of prob 
ms, and they involve not onlv Alaska but the Pacifie Northwest and 
e maritime, and we appreciate the information. Much of it consti 
utes recurring problems, but it all helps to bring this back to the 
ommittee, and we are going to be as helpful as we can and work toward 
he solution. 
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Before we quit, I am sure my friends here in Seattle will join 
me in giving a vote of thanks to my distinguished colleage from Kk 
sas for taking time out of his busy schedule and helping me list: 
these problems. I am sure he has a better conception of these mati 
than ever before, which would be only natural, but he has exp 
such a deep interest in them that doesn’t normally come from one 
doesn’t have the directness or the geographical interest in the probi 
that some legislators do have. 

Senator Schoeppel, I want you to know that both the Delegate, 

sartlett,and I appreciate it very, very much. 

Mr. ScHorrret. Senator Magnuson, | want you two men to ki 
you and Mr. Bartlett here from the Territory, that it has been an « 
lightening experience for me to be up in Alaska and again into 
area where I did a little training in World War I for a while a 
listen to these problems. Many of them are very real, and I am ¢g 
to be happy to work along the line of trying to be cooperative to 
something about some of them. 

And as the old Chinese philosopher used to say, “One look is wort 
a thousand words.” So I’ve gotten a good look at some of them. 

Mr. Bartierr. Mr. ¢ ‘hairman, allow me to say I suspect when | 
testimony of these hearings is printed that 80 percent of it will 
found to have to do with Alaska in one way or another, and I want t 
express my deep appreciation both to you and Senator Schoeppel fo: 
having devoted so much time to these urgent problems regarding | 
Territory. You have been most kind and most helpful, and I know 
Alaskans would want to join with me in an expression of that gratitu: 

The Cuatrman. I might say just before we close, which Delegat 
Bartlett's statement brought to my mind again, these hearings hav 
been very compre chensive, and there is some aw fully good testimor 
We will have them printed, because I know there will be many peopl 
who will want them. They are almost an encyclopedia of all our prob 
lems here in this area. You can get them by writing my office. 

I want to thank the press here, “Don, and all of you, because you hav 
been very kind to cover these hearings. Some of them have not bee 
too newsworthy, but all of them have been very important to the area. 
Your stories have all been very good. 

With that we will stand in recess, not adjourned, because we will 
probably have to come back again. 

(Thereupon, at 12:30 p. m., Thursday, October 20, 1955, the hearing 
stood in recess. ) 
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MONDAY, OCTOBER 31, 1955 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
San Francisco, Calif. 

The committee met pursuant to adjournment, at 10 a. m., in room 

Postoflice Building, San Francisco, Calif., Senator Warren G. 
Magnuson (chairman) presiding. 
Present : Senators Magnuson (chairman) and Kuchel. 
Phe Cuamman. Before we begin hearing testimony the Chair would 
e to make a very short statement. ‘This is the Committee on Inter- 
ite and Foreign Commerce of the United States Senate, which is pri- 
arily concerned in this instance with maritime, shipbuilding, and 
heries matters as the y pertain to the Pacific coast and the whole 
North Pacific rim. 
hose matters are under the jurisdiction of this committee, and as 
as San Francisco, Seattle, and these other areas are concerned, 
have held hearings almost every year in these areas in order that 
e committee may be advised as to both economic conditions and 
ernmental conditions as the Vy pert: iin to those very important seg- 
nts of your Pacific coast economy. We are not holding hearings 
na specific piece of legislation because I find that on maritime matters 
nd fisheries matters we have numerous pieces of legislation and many 
mes the committee and members of the Senate have to act on adminis- 
ative matters, that is, administrative policies, which affect these 
dustries. 

So mere today we are going to try to find out as much as we can 

nd bring us up to date on maritime shipbuilding and some fisheries 

matters, WW e have h el | hear Ings in Alaska, and in Seattle, and how 
San Francisco, and toward the middle of the week, specifically on 
Wednesday, we hope to go to San Pedro and ae discussions on a 
very vital and very serious problem of tuna fishery as it pertains to 
the California fishermen and other fishe ry matters. 

[ am chairman and I might say to those present of the full Com- 
mittee on Interstate and Foreign Commerce, that we have a subcom- 
mittee on Merchant Marine and Fisheries of which I have been a 

nember for many years, and I have taken over the chairmanship of 
that myself. 

We are very fortunate to have here today my colleague in the Senate, 
the very able junior Senator from California, Mr. Thomas H. Kuchel, 
who has always been very helpful to me and to us on the subcommittee, 
i particular, on merchant marine and fisheries matters, because both 
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‘Tom and myself find that these matters are pretty well coastw 
They are not particul: " peculiar only to California, but they bee 
matters for the whole Pac ific and Lam aw fully Glad he is here, 

As I say, he has saan very helpful—and I have tried to be—w 
the problems that pertain to him down here too, and so we welco 
him here, and I know you people from California do. I know 
one more diligent in his devotion to helping in these matters than 

and so with that short statement I think the Senator from Califor 

lso has a short preliminary statement to make. 


STATEMENT OF HON. THOMAS H. KUCHEL, UNITED STATES 
SENATOR FROM CALIFORNIA 


Senator Kucner. Thank you very much, Mr. Chairman. 

First of all, let me tell you that I am sure everyone in this roo 
and the industries which are affected here in California are very 
grateful to you to come here today and to inquire into some of 
segments of the economy which are under the jurisdiction of yo 
ommittee and are most important to both your State and my ow 

I ates like, by way of int roductory comment, to say that 
people of this State are exceedingly inde ‘bted to you for the continul 
devotion you have had to the cause of the ship yping industry on thi 
west coast. I have only to recall that legislation which was introdu 
at the last session inimical to the shipbuilding industry on the ent 
Pacifie coast h: 10ot vet come to the floor, particularly because 
your own constant a d diligent services against what is a bad pi 
of legislation. 

I refer to the legislation introduced by Senator Butler to eliminat: 


the differential w ith respect to s Ip col structio1 E That. however. 


not the only problem which brings you and your subcommittee to 
California. We have in this State a continuing and basic problem 
ffecting the economy of California and, sempre the entire Pacifi 
coast with respect to tuna fisheries, and it is to that subject that | 


wish to make a very brief statement. 

I am referring now particularly to the several thousand Cal 
fornians who engage in fishing, processing, and the merchandising of 
tuna. There is a very desperate situation. It is a situation whi 
could be summed up in one word overproduction but this over 
aa is not attributable alone to the successful eatches of tuna 

American boats. Heavy deliveries of duty-free tuna by Japan 
oh ermen have precipitated this crisis. I share the growing ¢ once er 
of the people in our tuna industry ae have endeavored to find 
solution for their problem. You calle d: a hearing of your committee 

yan P I think the testimony dich was then adduced by 
your committee and by the cross-examination in which you engaged 
and in ahith I also parcte ipated, demonstrated conclusively during 
the closine days of the Congress that we did have a basie problem 
with respect to the competition of the fishermen, the American fisher 
men, SO far as Japan ese import: itions are concerne dd, . 

You and T have endeavored to worl < diligently for many month 
vith the State Department, the Department of Interior. the Depart- 
ment of Commerce, and many other agencies ot the Federal Govern 
ment. and Tam aware. I might sav, Mr. Chairman, also of the efforts 
which your able staff have made in that regard. 
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[ am conscious of the fact that the extremities in which the tuna 
try finds itself involved, and the fishermen of vour own State 

Washington, as well as those of California—as a matter of fact. 
( hairmian, I am pr marily concerned at thi: moment { the 
ht of the fishermen. 

Che fishermen in my state have been without wage and w thout 
yne for many months, or very little income at best 

austed their credit: they have had to deprive them 


lies of many comforts. 


They have 
Ives and their 
These people are not able to hift 


M ny of them hay the 


vo 


fro i 
occupation to another easily. Ir saving 
1 up in boat son which they vo out in earch ot tuna and other foe 
m the sea. Manv of them have never 


rengaged in any other activit 
nthat of fishing. 


It seems an irrational and 


i 


unfair thing, Mr. Chairman. to me 
nust to you—to expect that any segment of your populat 
ra burden such as these pe 


ople are bearing at 
efuse to believe that the Congres 
nment of the United 
n or any industry sho 
lopted with respect to international trade. 
f am conscious ot the need to assist Japan he} 
momiuie recovery. I know that Japan ; one ot the defen 
Pacifie against potential Communist aggression, and that it is 
nterest of American security to strengthen her and her people. 
I do not believe, however, that in the enactment of reeiproea 
islation 1t was the intentio of the Congres or the executive brane 
t that legislation be a means of throttling the economy of any seg 
ent of the American people. I do not believe that the plight in 
ich the tuna people find themselves today has been an intentional 
ne. I do not believe that our Government desires that tuation 
continue. 
I do know, however, that meanwhile there is great suffering among 
ill the people in this industry here and along the Pacific coast, and 
certain that vour committee will continue in its devoted efforts t 
finding the solution which may require legislation, and which in any 
event will require the affirmative action of the appropriate admin 
trative agencies in the Federal Government. 
Pherefore, I trust. Mr. Chairman, that once again under your own 
le and distinguished le idership,. this problem may be explored with 
hasis of indicating to the people who re present us in Wash neton 
it we need to take affirmative st ps to protect the American wl 
eks to earn his livelihood by catching fish. 
I trust that attention and close study will be directed, among other 
sibilities, to legislation establishing either a quota on tuna imports 
. reasonable rate of tariff duty that will give a measure of protec 
on to our own people. I] emphasize too the need for most exped 
tious action possible, and I give you my assurances that I will continue 
) cooperate with you, your committee members and your st: 
neere determination to assist 1n solving this orave ind distr 
problem. 
More than that, Mr. Chairman, I can only repeat my thanks to yon 
for having spearheaded, so far as the Federal Government is con- 
cerned. the interest which I believe is growing among the members of 
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the Congress to deal sympathetically and realistically with 
problem. 

Thank you very ele sir. 

The Cuamman. Thank you, Senator. [Applause. | 

I want to say to ihn se fishermen ap wilineill ng that the purposs 
these re is, of course, to try to find which objective woul 
the best to help remedy this situation. There are 2 or 3 avenu 
approach, and that is what we want to find out. We will devote « 
icles to that. 


The Chair rorgot to mention one other thing. We have a spe 


duty here in the bay area. The Senate of the United States on Aj 
98 directed this committee to make a thorough s tudy, and an inqu 
he merchant marine academies in the United States. of 
are 4 State acadenvies and 1 Federal, at Kine’s Point: 1 of 
‘California academy. So we are directed to receive testim: 
hat particular matter, which we will do here today. 

1} Situation there, ior the benefit ot everyone who may noi 
quite famili: uw with it, is that the Federal Government has been 
propriating yearly a certain amount of money to the States to m 
tai these acadeniles, and the ql lest ion arises whether or not 


Federal Government should continue that appropriation toward 


ate acadenne cil have been directed by the Senate itself to 
an Inquiry on that n er. 


we will devote ourselves briefly, at least part of this morni 
) rious problem relating to shipbuilding on the Pacific 
have here as my first witness, Mr. Louis Ets-Hokin, who 
chairman oft the (;overnor's committee ror s hipbuilding. 

We will be glad to hear from you at this time. 

Before you begin, I might say to all witnesses, we will put in 
record anything you wish. We will leave the record open In case 
there is Son ething you Want to add or it you have al long stateme 
and want to highlight it, it will all go in the record. 

I also want to say to witnesses, which I have said for many, ma 
vears, that the fact a you don’t say it all, doesn’t necessarily mie 
that we won't look at it. Asa matter of fact, a good record is so1 
times better than a testimony, and although we are busy senatoi 
we do read a great real. 


STATEMENT OF LOUIS ETS-HOKIN, CHAIRMAN, GOVERNOR’S COM. 
MITTEE FOR SHIPBUILDING, STATE OF CALIFORNIA 


Mr. Ers-Hoxin. I know your committee, particularly you two senu 
tors here, know the shipbuildi ing situation on this coast like the pal 
of your hands, and it is not necessary for me, as a witness, to go inti 
great factual detail because you folks already know that. There hav 
been volumes and reams written on it. 

When you have a very serious situation such as we have here, | 
think remedy does better than a great deal of detail. You alread: 
introduced me, Senators, and I won’t introduce myself again. I also 
want tosay that Tama member of the marine exchange and a memb 
of the shipbuilding committee of the chamber of commerce, and 
member of the mayor's committee on shipbuilding. We have all sor 
of committees in this State and probably you folks have in Was! 
ington—— 





ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 359 


» CHAIRMAN. Yes. 
Krs-Hokrn. Who are all desperately trying to keep alive an 
try that is in terrible condition. 
hink I can sum up the situation by saying that never in my almost 
ars of business in this State in this industry have I seen it at 
alowebb. Starting from San Diego, the following new vessels are 
construction. In San Diego itself, there are two steel tuna 
and two wooden minesweepers. In Los Angeles Harbor, mn 
entire area, there are two small wooden minesweepers being built; 
is all. In Stockton, which during the war was a tremendous 
| wild y area, there are four small wooden minesweepers. 
din San Francisco Bay, which as you folks now, during the war 
formed prodigiously, Bethlehem is completing its Mariner con- 
and has two destroyer escort vessels to build. There are four 
| s tee] tugs voOIng to be built by Pacifie Coast Engineering, and 
ompany 1y has also one steel oil bar oe, 
is is the sum total of new hull construction in the entire State 
iifornia, other daa so in Navy yards. When you think of 
ggers you. That little handful, that can be done in 
vard, 1s all we have in this State, with its tremendous shipbuild- 
potential. Re ‘pur work has become almost 100 percent Govern- 
work. Our shipyard repair work, by its very nature and almost 
‘essity, comes by fits and starts. In other words, you are dealing 


} 
t almost sta 


a situation that is almost inevitably so and you have periods 


e you tax the resources and other periods whe n there is nothu 
work foree diminishes steadily which makes the peaks more 
ult anc each valley drives more people out of business. 
ntlemen this isa very short picture. It woes not into details, 
ak of, but LT think you can see we are almost on the verge of 
idition W h iere in self-defense, every one who is now in the ship- 
a Np 1 repair industry and I mean both labor and Wat 
ment will hay oto take on other nonmarine types of work in order 
urvive, and i result will be again, in an emergency, that when 
ps are needed and ship repairs have to be made, there will be no 
sonnel to make them. 
The Cuarrman. I might say, Louis, what you say about California 
rue in the Columbia and Puget Sound area also. When they finish 
Mariner contract up at Portland, that is about the end, with the 
eption of a few small boats and maybe the Matson line contract. 
at is about all. So the situation is exactly the same up there. 
Let me ask this question. Those in the shipbuilding and repair 
isiness, the yards, would you say it would be a fair statement to say 
have made every effort to bid on what American shipbuilding 


Ers-Hoxr1n. I would say this: That as of this year our Cali- 
rnia yards have been making some very sincere and realistic bids. 
Io you want me to elaborate on this? 

Mr. CratrMan. Yes; go ahead. 

Mr. Ers-Hortyn. As you know, the destroyer escort vessels that 
have in San Francisco, and also the two that Puget Sound Ship- 
Iding has in Washington, were taken at a lower price, two apiece, 
d four by the Newark Shipbuilding in Camden, N. J. Actually, 
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the price negotiated here on the west coast was lower than the pl 
on the east coast. On the last bid for three icebreaking c: argo Vess 
Moore Dry Dock and Puget Sound were the lowest bide lers in 

United States except for two yards in New Orleans, Avondale 

Higgins. 

‘Those two yards had had no previous e xperience in that size vessi 
and they were determined down there to get into this class of busin: 
These vessels were intermediate vessels, about 250 feet long, an 
Moore was the third bidder. Moore would have been low if it had 
been for these two yards. Compared to the Atlantic Coast yar 
Moore waslow. It wasa very realistic bid. 

[ feel certain that the y: ds are now prepared in this State, 

I think judging from the bid on the conversion, judging from Puget 
Sound ship repair, are prepared to give realistic bids. 

Ilowever, it is ee st Impossible to start out fresh, build up a force, 
build up facilities. You can have the best facilities in the world | 
shipyard, and : ke ¢ ‘verything els se, new and better stuff keeps com 
in and in order to é competitive you have to keep getting new stui! 
otherw ee you aren't competitive. 

It is very difficult for a shipyard that has nothing on hand to be 
competition with a yard that is a going yard and has a lot of wor! 
if that go ng yard really Wants a job. 

The Cuamman. Well, we have run into this experience. I want 
to ae if you agree with me. I have, over many years, “yer ee 
that on a certain type of vessel, certain general type of vessel, if y: 
followed out vie theory of competitive bidding to its itinaie. you 
would end up with only one yard doing all of that work because on 
they build two or three they can underbid anybody else. 

Mr. Ers-Hoxin. That is right. 

The Cuatmrman. That sounds good in theory, competitive bidding 
for Government or anyone else, but in the long run it costs us mor 
because if you carried it to its ultimate on shipbuilding, which is a 
peculiar type of business, you would have everything concentrated i 
one yard, and that is what is happening in many cases. 

Mr. Ers-Honr. That is right. 

The Cuamman. What do you think about the theory of allocation 
which we have? The Senator from California and T h: ave suggested, 
particularly on Government contracts, which we think is wise, and 
also on other contracts where the Maritime Board may have some 
say by virtue of the mortgage or Government finance participation 

Do you think that would be helpful to us out here? 

Mr. Ers-Hoxty. I think it would be our salvation. 

The Cramman. By that I mean, for instance during the war, say 
we were going to build 20 DE’s. The Navy aes used to say, 
well, all right. 7 of those w ill be built on t] 1e west coast, or 6, and 5 on 
the Gulf, and then the Pacific Coast shipbuilders can manele among 
themselves. That is all right. We have no objection to that. 

Mr. Ers-Hoxrn. That is right. 

The Cuamman. Do you think that would be the salvation to this‘ 

Mr. Ers-Hoxry. I think so, gentlemen. I think once we get 
started— 

The Crateman. Get the labor pool ready again. You can’t build 
a shipv: rd labor pool overnight, either. 

Mr. Ers-Hoxty. That is right. But once we get started we have in 
herently on this west coast, the finest shipbuilding conditions in the 
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ld. | have just tWo little Instances here to sho that fiveh some 
val Shipyard—this is not a private vard, but a naval vard., 
employ California men and thev—well, let me say 
The CHAIRMAN, [| have been compet noe with them fo} Vvealr'’s, 
t mind that. I don't want to Compete Wit! New York. 
Mir. Ers-Hoxin. We appreciate the many things vou are doing 
nia, Senator, We had YO a weuther, and 


11 | ‘ | } 
pe OTF men We have on the west coast. so the naval shipvard 


mentum and a going concerh, To. example, our San I’ raneisco 
} : 


COHRAITIONS 


Hlomme Richard set a record for man hours, tor man 
iob. 
i just heard the other day, a gentleman who is supervisor of ship 
lding ina little yard up in Stockton, Stevens Bros., who had a con 
ct for nine minesweepers called AM/’s, and thev were the lowest 
vard In the United Oocates. There were In ivbe 3 1) of them Huilt 
over the United States, every place, Gulf, Florida, every place, 
cl they were the lowest cost vard in the I nited States. 
ce they ot started, fortunately 1h tht case there wis ene ia}) 
hat a volume accrued, You have mstances over and over again 
re vards vet efficient and heal or vets eflier he. We have here his 
ficent cooperation from labor in the shipbuilding industry. 
ldn't be better. Where labor trains men, Management has 
d by the time you get through with that particular program you 
finished, and you have to disband vour fir ilities and youl labor. 


cr 
‘hn 


ena vear later you start over again from scratch, 

in the meantime, t| ese men have tO eat. ‘I he l families } ive 

d they go into all other sorts of stuff. 

The CuHairMan. Then it is your opinion—and I know of your long 

perience here on the waterfront that, No. 1, this committee and 
Senators from the Pacific coast and Members of Congress, should 
uirsue very diligently an attempt to establish some kind of rule of 
illocation ? 

Mr. I'rs-Hoxrn. Yes, sir. 

The Cuatrman. And then secondly, I would like to ask vou directly 
ind by all means I think you would agree, we do not allow anyone, 

Senator Kuchel pointed out, to tamper W ith what little differential 
e have ¢ 

Mr. Ers-Hoxrn. Yes, sir. 

The CuatrmMan. I happened to establish that 6 percent way back 

1938. Had I known what I know now I would have established 
>» percent instead of 6 percent, but it is there. But even now there is 
serious attempt to repeal that 6 percent, W hich I think we have to 
ird ourselves for a fight on. 

Mr. Ers-Hoxry. That is right. 

The CnHatrMAn. Because if we lose that, then we are completely out, 
o that would be your best opinion. Is that the opinion also of the 
members of the cwovernor’s committee ? 

Mr. Ers-Hoxtn. Yes. 

The Cuarrman. Generally speaking ? 

Mr. Ers-Hokrn. Yes. 

The Cratrman. And the mayor’s committee 

Mr. Ers-Hoxtn. This is a note from our executive secretary, Mr. 
Joe Roberts. A point he brings up here is “in subsidizing the exist- 


8 6 »4 
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ing available yards so thes ‘may rebuild”—for example, it may bi 
certain cases, say Los - eles, there are some yards whose facilit 
in order to take on : ‘ program might have to have some lx 
Phat could be either in form of a labor amortization 

The Ciaran. Surely we could pursue this third point, that 
the case of ships where the De fense Department has ordered an 
ditional feature, they could also help in the question of, not ne 
sarily subsidy, but lacilitionte dot! AT. 

Mr. Frs-Hoxin. Some way to handle that. 

The Cramrman. Because another point we are losing out on |i 
is that the east coast vards, hecause ot World War LI, and the sa 

following immediately, have access to all kinds of availa! 
t and portions of vards that belone to the Governm«e 
We dont have that now. So that is the third point that we bett 
succest. 

ae [rs-Iloxin. I want to tell you, gentlemen, we feel very fort 

having people of your caliber re pre senting the Pacific co: 
» know the interest you oe taken, and we know that terri 
lat ave constantiy, he pressure there is, the shortsighte 

SS of some ra land }) ple in fai ling to Ye lize a Vital p 

* this. It seems to me, whe a think, for ex: np le, of some of 
theese and butter deans SO TOrt 

The CuarrmMan. Peanuts. 

My. irs PIOKIN, And see the allousne 3S and the blindne Ss for wh 

might call the fourth arm of our national defense, no one v 
rene that point. It seems almost inconceivable that they are willl 
o let their facilities, this possibility for saving billions, just go tora 

and ruiil. In ot] ner words, a million spent today is equal to 25 millio 
time of emergency; isthat right / 

The CiarrMa The best example of that is between World Wai 
ind World War “TI we let our merchant marine die, in effect, and 
cost us over $32 billion building it back, and being the fourth arm otf 
defense is literally true because the private commercial America 
merchant marine carried 95.6 of all the war material to our Armed 
Forces all over the world. Without them, the Navy people back here 
will tell you, the admirals, that they couldn't even attempt to defend 
the United States, and surely we are preparing not to fight a war « 
our own soil—we don’t want to. We are preparing to fight it some 
place else, and you can’t go some place else unless you go over water, 
and you can’t go over water until you have a merchant marine, and 
we have fights in Washington—the Senator and myself—over the 
little amount of operations and construction subsidy, which is les 
literally, as IT have said on many occasions, less than the subsidy on 
peanuts, literally peanuts. 

Mr. Ers-Hoxiyx. That is almost unbelievable. 

The Cuatrman. We are not mad on the subsidy of peanuts, but we 
think we ought to pay attention to this too. And with taxes paid by a 
live, running ship, it costs us little or nothing under the act. 

Mr. Ers-Hoxin. Senator, I feel that we are worse off today than we 
were at the beginning of World War IT. Of course, I am judging from 
the west coast. ai had a very strong intercoastal business here be 


tween World War I and World War II. and there was a great deal of 


work in the tos inspection, and so forth, on those vessels. We also 





vr} 


ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 363 


e a considerable coastwise business, a considerable inland business. 
y the coastwise business is gone, for one economic reason or an- 
r= the inland is mone, the trucks and so on have taken threat olf. 

The CHAIRMAN. It Is going for one reason that this committee is 
charged with jurisdiction of rates, equitable rates. They have 
t had a chance on equitable rates. 

Mr. Iers-Hoxtn. But [ am talking only from the ship-building 
But the result is that we are worse off even than we were : 
ning of World War II. 

Mir. CHamrMan. I want to ask you one other question. We did pass 

vhich provides the guaranteeing of mortgages up to 100 percent 


ret still remains at 75 percent on certain construction, but for spe- 
purpose ships. In other words, the Government to a proper appli 
will guarantee 100 percent of 5714 percent of the cost. I think 
re running into an era of shipbuilding where special purpose 
the ones we are building for Alaska and different types of cargo 
dling—do you think the ‘suit of that and the objective of build 
| 


rmore special purpose shi elp us out here / 

Mr. Eevrs-Hoxin. Well, I am out of my field here some. Speaki 
isan individual, I think that in the maritime industry, in shi 

ve to build special purpose } ‘ just ] kee verythin o else. 

ia to handle certain types of cargo, for example, this rol] 

if seems to me has potel at trel endous _ en ti: al, and ¢ 11ps 


On. cl 


that may change the economic conditions, coupled with proper 
uid so forth, may change the economic picture versus truck haul 
| rth. 

think anyone can el Say this: That by and large the cheap 
av to haul any cargo is on the water because you have a free road- 
sel f-sus‘enance, by and large, if you meet conditions and keep mod- 

noand keep up to date 
e (CHAIRMAN. Do you have a \ opinion, because we want to move 
1] 


neo, do vou or vour committee—and I knov you om general 


1 


Vv. WO 
expect vou to talk for all of them do you have any opinion 
t the fifth ceils at bothers me on shi p yr ting? 
at is the apparent exodus of American citizens, American cor- 
ations, building ships in foreign yards ame ause they get them at a 
er cost whether or not the Senator from California and myself, 
(| others, should take a closer look at the money we appropriate for 
abilitation to countries that use that money to create new and mod- 
oe which in turn, take away shipbuliding from the United 
‘es, even by American builders themselves ¢ 
Do you have any opinion on that 4 
Mr. Ers-Hoxtn. I have a strong opinion on it. 
The CHAIRMAN. Give it to us. 
Mr. Ers-Hoxin. I say this: Due to the economic setup 
ere management is a custodian of the funds of a 


olders, management can’t throw away stockholders’ money. 


The Cuarrman. That is right. 
\fr. Ers-Hoxkty. So that it hecomes necessary to make it eeconom 


r companies who are now building abroad to build in the [ 


In other words, some means of duty or—let’s use 
subsidy, whatever you want to make it more favorable for them 
ild ships in this country. I think it staggers the imagination to 





364 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


. ] . . . . 
know that today — are no carriers building in American val 


ore carriers, whe » know that in the event of war we can’t Sup] 
enough steel out of our own ore de posits, that we must import ort 
and still we will not have—unless there is some wav of command | 
ing them—we will not have a single modern American owned 
vessel, 

Phe same way with the super tankers and the same wav with ot! 
ships. You can't blame management because today management 
not the owner, management is the custodian of ownership. The ch 
mit of the board or the president ot : L corporation that gave aw 
stockholders’ Money or spent it when he could buy it cheaper Wo 


| » . > sae > 
be very severely criticized. But I think that we Americans so ah 


represented by you folks are just crazy to allow a condition like t 
to obtain, and some way should be found so that it will be mor 
economic, better in the long run. for American companies to build 
American yards. 

Phe CnhatrmMan. I want to say right there for the benefit of everyol 
here, we have jointly, all of us, taken this matter up and have ha 
running fight with the Defense De partment about what I think, | 
you, is the stupidity of having these ore ships being built every p! 

tin the United States. Because if something happened we wouldn’ 
have the know-how and maybe not the ships, and we are done. 

We have had a running fight with them. This is not any particu 
lar—any one administration. This has been going on for a long 
time, and that is a matter I think we should direct ourselves to. 

Mr. Ers-Hoxiyn. That is right. 

The Cuarrman. I don’t know how my friend from California fee] 
but I am about ready to start—I happen to be a member of the Appro 
priations Committee—to take a long good look before I vote again to 
help rehabilitate foreign shipyards when I see what is happening t 
our own. 

Senator Kucuer. There is no question in my mind, Mr. Chairman. 
that the intent of the Congress in adopting a number of pieces of 
legislation, those affecting the spending of the Defense Department 
and trade generally, have no intention that the application of thos 
lows would be such as to strangle or to bankrupt any segment of thi 
American economy. 

[ don’t think any of us need to apologize for feeling that we are 
interested primarily in the economic welfare of the American people 
We « — want to help our friends overseas, but I completely agret 
\ th 3 you. » have h: “s policies that in their actual application have 
cvone far be bse what the intention of Congress was in adopting then 

The Caiman. In all the foreign shipyards the ways are well 
filled. We have the seventh item I am iia to, which I want t 
ask your opinion on, which indirectly affects this whole thing. 

American citizens are not only building some of these ships 11) 
foreign vards. I don’t know any legal w ay you can stop an Americal 
citizen from spending his money where he wants to spend it: if the: 
were in England they would stop — pretty fast though. And 
then not only do they build them there but the -y hoist that Panamaniai 
Liberian-Honduras flag on them, and then we are doubly removed 
from where we want to be. We are trying to do something ‘about that 
but we got a serious legal problem there, constitutional problem. But 
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[ agree with what you say, that if we can take all these thines and 
uly work on them and create an atmosphere so that an American 
zen would not only economically want to stay here and build ships 

and fly the American flag, but he would be proud to do it. 

Mr. Evrs-Hoxin. Right, sir, and I think that the American flag fly 
ng in our merchant marine covering the ports of the world and being 
ere is the greatest factor for good and democracy that we ean have 
the whole world. It is better than spending the monev to let some 
ne else build it, just the evidence of the American flag: that is the 
eatest factor for democracy in the whole world (applause.) 
Che CHarirman. We would like to do something about it. and I 
nk we have a good point against some of them because. frankly, 
y admit it is tax evasion. | 
Standard Oil of New Jersey testified in front of me on many 
asions that the reason they are down with the Panamanians i 
it they can bring the profits up in any given year they feel like 
vhen if fits in well with that tax year. , , 
Mr. Krs-HoKin. Again, Senator. management is 
Che CuatrmMan. I don’t blame them. I blame us for letting t 
away with it. Now, getting right down to home here, I will ask 
Senator from California if he has any questions. When | 


re last spring, early spring, I believe. April or May 


hem 


met} 


e that as you know, the Coneres passed a law this ought 
f we can work this out, and I want to let the people know 
passed a law at the instance of the Defense Department to build 


itv new tankers. In their testimony urging Congress to 


t chould 


HA 
. they gave this number one priority. that this was urgent. i 
done now, immediately. They needed the tankers: they were shal 
draft tankers, too, that could be used any place in the world 
Two vears has passed, and the Maritime Board, Department o 
mmerce, hasn’t vet let the contracts for those tu L 
working on it, I must say. in all fairness, to 


Chev are 
contract. 
\ started out to get some bids and there were some pre yblems there. 
we have been working very diligently on that. the Senators , 
ilifornia have bis to Navy account, and 15 is to private acco { 
are hopeful that some of those will land on the west coast. x 
tn) let Puget Sound and the bav area compete among them 
Phat is all right with us. 
| think we ought to know what happened on that because 
ely thine rioh here. I sent a teleoram October 5 to the See} 
the Navy, and T made the following request: I said that in 
STS, the high defense priority of 


ti 


the rising construction e 
hips, and the necessity to secure work immediately on the 
ould it not be leaally feasible and in the national int 

balance of the ships to the next low responsible American flag 
bidders who are under the statutory ceiling in any event, and they 
re willing and able to meet the price of tankers already awarded. 
Chev awarded some of those to that Chinese foundation 

Mr. Ers-Hoxry. United Oceanic. 

The Cramman. Yes. I got a letter back from the Secretary of the 
Navv on October 10. or a telegram rather, in which thev expressed 
ome concern about the legality to reinstate the original offers and 

That is the only way we can get in on the 


» yes 


erests To AW 


onsider modifications. 
t. these other bidders. 
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Then the eveneral accounting oflice requested, or we requested 
general accounting office for a legal opinion on the question of why 
or not the Navy could award the balance of the ships to bidders 
were willing to meet the $4.80 price per charter, already awat 
This is what they awarded to the first group and we thought 
could do it, and this opinion i be coming, I think, shortly to m 

In the meantime, the United Oceanic tanke rs, successful bid lers 
eight, have not yet apparently completed their financial arrangenx 

ut the constructiton ~~ for ships have constantly advanced, 

have been advised shipbuilders that the eost of tanker 
ached a level where it is saan ly the sin ivy can better the $4.80 p1 

It would seem that 1f there is legal authority for the Navy to1 
tiate now, which we have asked, that thay will undertake to build si 
of these tankers on the west coast. What do those ships cost ap 
about 89 million ? 

Mr. Evs-IToxkrn. And Senator, I want to take this occasion to t! 
you fo. your persol al work, and Senator Kuchel, both of vou 
worked very hard on this matter and | certainly hope that they 
award this contract because | agree W ith you that they are hable { 
over the statutory limit if they ask for new bids, and some of the wi 
as I understand it, will definitely come. 

The Cuamman. Yes, it will definitely come to the west coast. 
is the intention of the other bidders, and I hope that happens. 

Do you have anything further ? 

senator Kucnet. No. I think the statement was excellent. 
the comments helpful. 

The CuarrMan. Well, we will leave the record open im case 
governor's committee wants to submit a more formal or deta 


bi 


statement. 

Is Mr. Rotell here? Mr. Rotell is the executive secretary of 
Pacific Coast Metal Trades Council. who has been very active 
this matter. 

This committee feels very disappointed that Congressman She 
couldn't be here. He intended to be. but he suffered an illness. a1 
we all hope he will get well very soon. But he also has taken a more 
than deep interest in this matter, and works on it all the time with us 


Wy 


STATEMENT OF THOMAS A. ROTELL, EXECUTIVE SECRETARY, 
PACIFIC COAST METAL TRADES COUNCIL, SAN FRANCISCO, 
CALIF. 


Mr. Roreti. The record should show that I represent the Pacifi 
Coast Metal Trades 

The Cratrman. Yes, Pacific Coast Council. 

Mr. Roreiti. My name is Thomas A. Rotell, executive secretary of 
the Pacific Coast Metal Trades Council, representing all the metal 
trades councils on the Pacific coast, and some inland. 

After listening to the able presentation made by my good friend 
Louis Ets-Hokin, all I could say in reality, not to prolong the meeting, 
is that we are 100 percent behind every statement he has made. He 
gave you factual testimony and anything that I would add to it 
mav be repetitive. 

The Cnatrman. And you know this subject so well, you and myself. 
we have gone at it many times, haven’t we? 
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Mr. Rorety. Well, Senator, as you recollect, in 1948 we came to 
Halls of Congress, went into the White House and we always 
p on repeating, we always get a few crumbs to kind of appe: ase 
out here on the west coast. 1 feel and our people foal that by 

il type of vr iement, they keep us quiet for a uvhile, and I have 
1d in mys tudies of this subject that sure ly some of the employers 
t have led the fight to get work for the west coast shipyards, after 


y get a minute job, they forget about it for a while until their 
tract has expired, [t is a sad situation. I have particularly in 
| one year here in the San Francisco Bay area, the Bethlehem 
pbuilding Division of Bethlehem Steel had a Mariner contract: 
‘contract has been completed. 
phen they were awarded an E contract, and J believe the first keel 
| be laid on December l, but during the interim period, what 
ppened to the personnel that were employed by Bethlehem Steel ? 
ey have been dispersed. What I mean, they were skilled, of 1 
erlence, but they have gone to the four W ind look ne for worl: 
vhere in order to maintain their American standard of living. 
hat kind of a situation should not be tolerated in an industry 
al as shipbuilding on the west coast, and the Nation as a whol» 
iv fight has been continuous and we want to continue to fight until 
do see the day that there will be a certain number of west coast 
pyards continuously operating on long-range construction pro 
uns; ship repair and conversion will take care of itself in the 
itter of datiania vessels, but our hope is for long-range ship con- 
ction program for west coast shipyards, not only in the State 
of California, but in the State of Oregon and the State of Washington. 
rr to be up North just a month ago and I crossed a line—we 
2 faternal councils, 1 in Vancouver and Victoria, B. C., and lo and 
ld, their yards were operating to capacity. Here is our neighbor 
rht across the line, English speaking people, members of our own 
ons, and so forth, working across the dividing line to full capacity. 
\s far as cost is concerned, there is very little differential between 
ie Canadian cost and the American cost, as far as ship constructior 
d repair is concerned, because through the efforts of the Pacific Coast 
District Metal Trades Council and their affiliated unions both Van 
ouver and Victoria have brought up their standards somewher« 
n iparab le to ours on the west coast. 
[ am very ol: ad to state that the old bug: iboo that we are too high 
far as cost on the west coast has gone out of the picture. The 
nereases that have been given in the eastern yards and gulf yards 
ive erased that differential. There is no differential as far as wage 
ost is concerned because if they want to compute the incentives and 
bonus that they pay on top of the hourly wage rates in the eastern 
ards, it far exceeds western shipy: ard cost, and I am talking about 
labor cost. That should be given due consideration by the Depart- 
ment of Defense, the Navy Department, when vessels are to be awarded. 
I was glad to hear the statement that you made, Senator. If alloc: 
tions of vessels on a certain percentage basis be adopted as a program, 
favor that and have right along. That has been one of our prin- 
cipal points that of any construction, a certain percentage should be 
located to the west coast yards as well as the gulf and eastern 
yards, and of course, we can include some of the Lake yards, because 
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our records indicate that there is some activity on the Great L: 
as far as oil carrier construction and other types of smaller vessels 

[t has been our goal and we are going to continue to fight for that 
We also had another goal, and we still have it, for the Navy to some 
day allocate—if 1 may use the term—a supercarrier of the Forr 
type in one of the major yards on the west coast. 

I know it . long story and I am not going to go into it beea 
we have gone into it time and time again. I brought here 5 or ( 
copies oft our Labor Rey lew, and we are hitting on the carrier bids 0 
favoritism. 

The Crarmman. I want to tell you right there what we are do 
here. We are trying to get some drydocks built on the west co 

| the California delegation and Washington de ‘legation are hav 
a little controversy about it. But we will resolve that. We hope 
ire aiataliaaneise. 

Mr. Roretn. I believe you can. 

The CHarrMan, But as a matter of fact, we should have a Pa 
coast eonal, for not one of those big drydocks oft which the — 0 

authorized for P uget Sound but one so we Can build 2 
out here instead of 1 because, my friends, all of us oh aa 
portance of this Panama Canal situation. We can’t get them thro 
the canal, and that ought to be out here. They are going to have t 
do it. | think we can get that done on the Pac ifie coast. 

Mr. Roret.. Of course this is my own personal opinion, but I b 
eve, Senator, that before the Eastern powers that-be would see that 
program accomplished, they would build a new canal rather than 
those supercarriers built on the west coast. 

The Cruatrreman. I am sure that some of them would rather h 
a new canal than build them out here. 

Mr. Rorery, That is my feeling. I am not going to prolong the 


smMAn. Before I go into one subject I want to ask ye 
this suggestion for what it is worth? It seems to me 
il] pretty well in agreement up and down the coast o1 
think ean be done wn we are not unreasonable about it. Wi 
just want this to be equitable and fair. 
We have a eror ae up in P on Sound the same way. Why could 
your er { Governor’s group—why couldn't we all just 
thi ii if and set out 5 or 6 of these objectives that 

in all get work on? Tam sure if we do we will find the cooperation 
of every member of Congress up and down the coast, regardless of his 
political party. That has nothing to do with it. 

Mr. Rorety. I agree with you wholeheartedly. 

The Cratrman, I think you can help us « ‘onsiderably if we ean pin 
point, say, + or 5 major objectives and never lose sight of them—and 
thisisof the record saint 

(Off the record.) 

The Cuarrman. As I say, we have many other things to do, and I 
think that if we all got together up and down this coast, use the 
medium of chambers of commerce or governors, or anything you want, 
just never give up, I think we can get some of these things done. If wi 
don’t we will never get back in the shipbuilding business. 
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Mr. RoTELL, Right on that point, in 1948 we did create coastwise \ 
ie Coast Committee for shipbuilding for national defense. 
Che CHatrMan. Yes. 
\Ir. Rovreww. They did a marvelous job during the period of 
e was the mutual interest of management and labor. We also | 
bodies and other chambers of commerce that were intereste 
ping along with the program, but again I will repeat, we were given 
ew crumbs and then the people lost all interest in the committee. 
. the committee is hot dissolved. All we ] ee 1s some vood, live, 
te members to reactivate it. 
Che CHarrMan, I find shipbuilders and yard operators more and 
e than I have ever seen them. of the opin on that this has become 
Pacifie coast matter, and evel ily people up 1] my town couldn't 
y, get us some ships for Puget Sound.” They don’t use the words 
uget soun A any more. They Ist the words, “Let's vet some buil | 
onthe coast.” T] hey will take care of themselves. There is not] ne 
e the grassroots ground pressure on this matter, all the time, every 
e we get a chance, and I think that would be helpful to us , 
Do vou agree with me, Senator ¢ 
Senator Ktcurn. I agree ent 
example. 


Hau 
truction, 
ed us down 
We dia 
helped Lhe peop 
ho question about it. that 


to the Pacifi *coOas 


leadership. 
rhize, from 
Rotell 


Ves bet we 

1) State and 
worl ‘together. a 
We wenali In’t have gotten 

ot you and your 

pose to do the same 
the good people up there. 
Mr. Rorenn. There is no ft 

the Pacifie Coast Metal 


as a un! 5 feeling 


— 


read automatically. 
‘| he CHAIRMAN, I want to po 


ortant this is that you per ple 


Oa nuclear age of ship CO 

} ¢ 9 4 eo] if 7. . - : ; Lic CO 

nk. If we don’t watch out, as we face into age 

an even ynod, who knows son ething about it construct 
sineering and technicalwise, all back in ea coast yards. 

I think tl he N: avy should allocate Immediately one of those nu 
bmarines to be built out here so we will eet sole know how on 
est coast. They will need it if something happens, but it is 


be concentrated: it is startin rated now. 
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Mr. Roret. There is one Way. 

The CuairmMan. As far as I can ascertain we have—I don’t k; 
about Mare Islar dl or Tiuinters Poimt— we hi: ive as faras I CAN ascel 
up in the big Puget Sound Navy Yard only one person that kn 
something about a nuclear ship. Tle was brought back and trai 
but I understand now that they are going to take him back to do si 
teaching, so we are losing him, and I think that should be one of 
objectives. The Navy, of course, is going to take the leadership. 1 
is Where it Is going to start, and the rest are going to follow. by 
think we better demand and get together. If we don’t we will 
up 10 years from now and find we won't even know how to re 
one of them. I think that should be one of ow objectives, I tl} 
you W il] agree with me on that. 

Mr. Roreti. I do, Senator. Two weeks ago we had oceasior 
have a committee of the council go out and weleome aboard the 
commander, and that was one of the subjects T brought up, that pos 
siblv that is what we should set our sights for, v0 for the ator 
carrier. 

I based my statement on the thought of the nuclear submarine 
awarded to Mare Island, and the know-how that is already there whi: 
will progress and expand, and we will be able to eliminate these ex 
cuses that you haven't got the necessary people out here in order to 
get into that type of program. 

I believe we have gone one step forward on that by getting that 
submarine for Mare Island. 

The Crairman. I want to ask you one more question. This is o1 
ship repair. What about MSTS? The last time I was here there were 


lot of complaints about them doing repair work they shouldn’t be 
doing. Your good friend McLaren gave some instances up in Se: ittle 
the other day about it. MSTS didn’t have authority to answer, the 


captain that was there, and the colonel who is here, but that is all 


right. We understand that. but what about that? Is that any better 
a here or is it the same, or is it getting worse ? 

Mr. Roreiy. Well, the situation, I would say, is probably the san 
from the complaint standpoint. There has been some relaxation on 
the part of MSTS in the Bay Area as far as letting out some of thie 
work, but we still have the trouble of certain work being done by the 
members of the crew, work that really should be allocated to private 
interests. Members of the crew continue to perform such work. 

It will be a continuous complaint until such time that we can get 
either legislative or some other means, get results where a man is hired 
as a member of a ship’s crew, that his duties are such and such, but 
when it comes to the repairing of a vessel, that should be done by 
private industry when it gets into the home port. 

While we are on that subject—I was going to mention that next 
Our biggest fight right now is with the United States Navy enlisted 
personnel doing that wor ns work which normally has never been done. 
We took this case up in Washington not too long ago. In fact 
had a work stoppage, a civil suit was instituted over it, on the 17. 8. 
Logan, and of course, the yard or the facilities that were being used 
were not Navy facilities, they were private facilities. 

What they did, they went and brought the ship alongside and they 
leased the facilities, power, a couple cranes and a couple men to 
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rate them, from the operator of the yard—that was Moore 
dock. 
so the Metal Trades Council, in order to try to put a stop to it, to 
to the attention of Washineton, one of the organizations saw 
to place a couple pickets to stop the work. Of course, we knew we 
lint Fr the work because the N: avy crew continued to do the 
rk. The only thing that hampered them was the lack of power 
to perform the heavy — We took it up here locally with 
ae of industrial manager, Captain Roberts at the time. We 
quite a meeting on it, and of course, he breaks out the Navy 
Ile says, “These are the orders and this is the policy and we 
't deviate,” but as a result of our action, which is only temporary 
use they got an injunction immediately, the pickets were re 
ed anyway, ~ they brought enough attention that we got it into 
Washington, and President Brownell, the Metal Trades Department, 
it up with the Navy Department and it seemed like the matter 
settled, 
Phe ruling was handed down that enlisted men should do, and only 
what is normally considered housekeeping. Well, being an ex- 
lor myself, I know what a sailor’s duties are on board a vessel 
iuse I worked both on deck and in the articifer departments, and 
the normal course of your duty there are certain functions that 
udo. But you don’t tear machinery apart, you don’t repair it, you 
t do anything of that type unless you are out at sea and the oc- 
on comes up and warrants that repair. 

But in port the situation is so bad today that it is taking thou- 

nds and thousands of man-hours from our private shipyards and 

vate shipyard workmen of all the crafts. I believe we should get 
ome remedy to that situation. 

The Cnamman. Are you of the opinion that instead of dealing 

th this matter in different areas, what we ge to do is to get 
i definite hard and fast ruling from the Secretary of Defense on this 

latter ? 

Mr. Roretn. I believe that would accomplish it, Senator, some- 
thing set down that we can put our teeth into and follow. 

he CuarrMan. For instance, there are two admirals who just left 

e back of the room. One has been here, and he has a policy; the 

her one is taking over today, but we don’t know just what his policy 
may be necessarily. If there was a Defense Department directive 
| will say the Secretary of Defense, Mr. Wilson, did issue a broad 
directive here some weeks ago, recently, that I thought would cover 
this situation, but apparently it does not. 

Mr. Roreitn. We just had 2 vessels 2 weeks ago right in this port, 
ind Lam commenting on them here, or our paper is, that on two naval 
vessels the ship’s crews are doing the work. Again we have sent com- 
plaints into Washington; we haven’t had a reply. We itemized every 

iob that the enlisted men were doing in contravention to what should 
have been done in the private yards; and the ship was in a private 

ird, so it doesn’t seem fair. 

The Cuarrman. I want to say this. I think this committee can be 
elpful in that now. 

Mr. Roretyi. I hope so. 

The CrnarMaan. Just before we recessed Congress we had the 
MSTS ready to come up, we had them up for testimony, just to go 
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over this whole picture in front of the committee, and it was the | 
week of the session and they asked me if they could be given si 
time to get all these things togethe ‘rand bring ‘them up. They prom 
ised me de finite ly to have everything ready in Janu: ary, of which th 
one of the matters we want to dise uss. 

So we will see what they come up with. In the meantime, I thi 
on those specific cases, you people ought to keep them documented so 
when the Senator from California and I have a discussion with thy 
Defense Department, we have got some documented cases that we « 
speak about as facts, 

Mr. Rorrett. We would be very glad to supply you with copies of 
the documented evidence. 

The CuarrmMan. Any questions ? 

Mr. Roretu. No. 

Senator Kucnen. No. 

Mr. Roreiti. One more thing, I would like to introduce this brie! 
I have, about 20 or 25 copies of it, in behalf of the chairman of t] 
say Cities Metal Trades Council Port Committee. He wasn’t abl 
to be here 

The Cuatrman. We will be glad to put that in the record. 

Mr. Roretzi. That is presented in behalf of the local council. 
Mario Grossetti. 

(The document referred to above is as follows:) 


STATEMENT BY Mario Grossetri, CHAIRMAN, Bay Crrirs Merat 
Trapes Counctt Port COMMITTEE 


My name is Mario Grossetti, and I represent the Bay Cities Metal Trad 

Council “ti Committee, and I ain a member of the Governor’s Committee « 
Shipbuilding and Ship Repair. 

Inring We rld War Il the Pacific coast built 50 percent of the shipbuild 
in the United States, and has long been recognized as a shipbuilding center w 
the facilities and skilled manpower to build any type of ship. Since V—J Day 
find that our shipyards have deteriorated to a point where it has placed this 
country in an unsafe position by not maintaining facilities and skilled manpower1 
to build ships in case of a national emergency. 

For a number of years now the Bay Cities Metal Trades Council, the chambe 
of commerce, and the mayor of San Francisco, and the Governor of the Sta 
of California have seen fit to set up committees to point out to our congressior 
Representatives and the agencies of Government that the west coast shipyat 
facilities and skilled manpower must be given work, so that in case of a nationa 
emergency that we will be prepared to go into full production of ships that play 
a vital part in transporting troops and supplies to our Armed Forces overseas 

For a number of years we have been listening to the Government agencies that 
the reason the shipyards on the west coast have not received any contracts was 
due to not heing able to bid low enough, due to the fact that the labor cost ar 
materials were higher out here. These statements I must challenge because the 
labor costs on the east coast and west coast are practically the same in rate, an 
it is my understanding that the materials to build ships or repair them can be 
purehssed within the 11 Western States, which would give us an advantage ovet 
the east coast. To me this is not the determining factor of why we are nof 
receiving contracts, especially from Government agencies, 

In recent years the Navy has found fit to allocate ships to certain eastern yvarils 
ona nonbid basis, and the reasons are as follows: 

1. Political pressure 
2. To maintain the facilities and skilled manpower 

These statements have been said when allocating work to eastern yards, but 
when we from the west coast ask for allocation of work we are told that 
work must he on a bid basis, which is not true. 

The west coast must be given a fair share of the shipbuilding program conte! 
plated by the Maritime Board and the Navy. As this now is a distressed area 
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ir as work in the shipbuilding and ship-repair industry is concerned, many 

ir toptlight mechanics for the past several months have been without 

{1 are gradually drifting away to other industries. We are very much dis 

1 over this, and we are appealing to you for help in getting work in the 

t coast shipyards, so that in case of a national emergency we will be prepared 
vo into full production, 


WOrk, 


Mr. Roretn. I want to thank you gentlemen for the opportunity 
appearing before you, and we will all pray with vou that some 
ne oe od will be forthcoming. 
Mr. Ers-Hoxin. You folks talking about the Pacifie 
fing, our committee is wholehearted]y for that and 
ewhat further. We have corresponded with the n 
ites, chambers of commerce, Congressmen, Senators, urging them to 
port the P acifie coast becaus se if we havea eood shipbuildi Y pro 
im on the seaboards, it is going to reflect in all the States west of 
Rockies. So we believe that all of us, the 11 Western States have 
mmon destiny. 
The Crarrman. My suggestion is that we get them together and I 
n't know what vehicle you can use, but IT will say this: That the 
Western States ot together again last spring. You remember that 
tance when we were al] here, all the rovernors, all the people as a 
ah ele. 
We met here in San Francisco and the result was that we really got 
iething done because we were united on all of these applications for 
tter service, the permanent certification of the feeder lines. There 
3 an example of transportation where we got it done by eve rybody 
ting together, and I suggest we do that here. . 


STATEMENT OF ROBERT E. MAYER, PRESIDENT, PACIFIC AMERI- 
CAN STEAMSHIP ASSOCIATION, SAN FRANCISCO, CALIF. 


Mr. Mayer. Senator Magnuson and Senator Kuchel, I didn’t come 
here to talk shipbuilding, but I was particularly impressed by how 
e varying policies that we have relate together, and I would like to 
iention one little point that does — to shipbuilding. We have 
a farm surplus disposal program. Under that program we are pro 
lucing what we call counterpart funds or proceeds funds. Out of 
those programs come large funds of money for our Commodity Credit 
Corporation to barter off with defense and other agencies in Europe, 
ind it produces those funds for us there, not only by CCC but by FOA. 

One of the major uses of funds over the years has been the recon 
struction of the entire economy of European nations and there 1s no 
distinction, of course; when they reconstruct the economy, they recon 

truct the shipyards, and rec onstruct the merchant fleet. 

Thus you have in effect an anomalous situation whereby with 
\merican subsidy funds you are subsidizing by 50 percent the produc 
tion of the American merchant fleet in our shipyards. By some of 
these counterpart funds you are correctly producing some of the 
largest pieces of tonnage in the foreign fleets. 

The distinction is that the American fleet you produce by subsidy is 

ubject to seizure under section 902 of the Merchant Marine Act in the 
event of a war or national emergency, but not so the fleets of the other 

\ations. T just mention it as another illustration of how you mentioned 

oatilae these conflicting policies—for instance, our policy on world 
trade as compared with ‘the situation in the tuna fleet. 
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[ think that one of our large problems, looking at it froma very bi 
basis, is a coordination of policies like a strong merchant mai 
strong shipbuilding industry and yet a foreign aid program a 
world trade program. ‘They are all worthy programs but they n 
be coordinated. 

[ came here to talk on two things specifically, the military sea tra 
portation service and the Panama Canal, and I have two stateny 
here which I would like to have placed in the record. 

The Cuairman. We will put those in the record in full. 

(The documents referred to above are as follows :) 


STATEMENT OF ROBERT EK. MAYER, PRESIDENT PACIFIC AMERICAN STEAMSH 
ASSOCIATION 


It is a privilege to appear before your committee on the important subject 
the relationship between the Military Sea Transportation Service and the 
vately owned and operated American merchant marine. 

I am pleased to be able to report to your committee that we are at this t 
equipped with more complete and more up-to-date information on this subject 
than we were when we testified before your committee in Washington last Ju 
12. At that time our information, based on the Hoover Commission study « 
pleted some months earlier, was so old that we were able to give you the pictur 
only up to June 380, 1954. In other words, we had a 12-month lag. In contrast 
we are today placing before your committee as an attachment to this statement 
a full picture for the fiscal years 1954 and 1955, that is, a lag of just bars 
months. 

light tables are attached to this statement. They furnish a complete pictu 
of the distribution of MSTS Pacific coast cargoes by commodity ; by type of sh 
ping service used ; and by subdividision of the Pacific coast area for fiscal years 
154 and 1955, They represent the first accurate, complete, up-to-date picture ¢ 
this type made available to us. 


MARKED IMPROVEMENT IN OUTBOUND GENERAL CARGO 


The most striking thing revealed by these charts is the very substantial im 
provement in fiscal 1955 over fiscal 1954 in the participation by the privately 
owned and operated merchant marine in outbound general cargoes controlled by 
MSTS. In this category of cargoes, it can be said that MSTS has made a definite 
approach to fulfilling recommendation No. 7 of the Hoover Commission Trans 
portation Task Force report. 

On each of the tables 1 to 4 will be found columns headed “Nucleus,” “Charters 
and GAA,” and “Berth and space.” “Nucleus” means vessels owned and oper 
ated by MSTS either with bluejacket or civilian crews. “Charters and GAA 
means privately owned vessels under time or voyage charter to MSTS and NSA 
vessels assigned to MSTS. “Berth and space” means MSTS cargoes routed \ 
privately owned and privately operated ships either at berth rates or at special 
space charter rates on berth line vessels. 

It is recognized that the time and voyage charter designation is also a category 
of privately owned ships, however the basic interest of the industry from the 
long range point of view is full employment of the privately owned and operated 
regular berth line vessels. 

If you will now turn to table 1 attached to copies of this statement befor 
you, glancing at the “Berth and space” column opposite the designation “General 
you will note that this type of shipping service increased its participation in 
outbound general cargoes from 65.7 percent of the total for California in 194 
to 84.8 percent in 1955. 

A similar picture is presented by table 2, again under the column “Berth 
and space” and opposite the designation “General.” There it is shown th 
the “Berth and space” participation in outbound Washington-Oregon gener: 
cargo increased from 48.7 percent to 90.4 percent. 

These 2 blocks of cargo—that is the California outhound general, and thé 
Washinzton-Oregon outbound veneral—are the 2 largest single blocks of caro 
in the entire Pacific coast MSTS operation. Thus, where it counted the most 
MSTS has greatly increased its supnort of the privately owned American mer 
chent marine during fiscal vear 1955 and we certainly believe in this respe 
MSTS should be commended. 


t 
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you will now turn to tables 5 and 6 some indication can be obtained of 

total number of vessels other than “Berth and space” supported by the 

e outbound cargo movement for 1955, excepting aircraft. Running down 

Nucleus, Ch irters and GAA” column in both tables we see that approxi 
vy 114 full loads of cargo were allocated by MSTS to those 3 categories 

seal 1955. 
the basis of about a 50-day round voyage, the 114 loads allocated to 

r'S-owned, -controlled, or -chartered ships would support roughly 15 vessels 
the entire yvear (with outbound cargoes only, of course). 

ver and above these cargoes was some 450,000 tons aircraft, almost none 

vhich goes “Berth and space” unless boxed. 

Viiether or not this kind of a picture indicates the maintenance of a “Nucleus” 
in excess of that indicated by the fundamental publie policy of the Nation 
ipport private facilities wherever possible is in part a military question 

part a public policy question to be determined by the Congress of the 
d States 

reneral, how large the “Nucleus” fleet should be is a military question 
t to review by the Congress. Our industry would not presume to comment 
e Inilitary field. 

(ine more question bears on it, and that is the extent to which “Nucleus’ 
s must be allocated Government cargoes when privately owned and oper 
essels parallel such ships with empty space. It is in this field that the 
lent management” test applied by MSTS must be balanced against the 
ll public policy, which is the responsibility of the Congress. 

e only comment I believe necessary for the industry to make is its often 
eated policy to the effect that it should handle every ton of Government- 
trolled cargo, military or otherwise, and every Government-controlled pas- 
er, military or otherwise (troops excepted), except in those cases where 
innot offer adequate service to the destination involved and except where 
nature of the cargo or passengers is such as to require full military handling 
vessels manned with military personnel. 

\s stated above, we believe that the present command of MSTS should be 
mended for a very marked improvement in utilization of berth line vessels 

g fiscal 1955 in connection with outbound general cargoes from the 


T 
tle Coust. 


INBOUND GENERAL CARGOES 


Qne other area of this picture does not show the same kind of improvement. 
fact, the picture is the reverse of that discussed above. 
if you will turn now to table 3 designated “California inbound” you will note 
“Berth and space” enjoyed but 12.4 percent of the total, with “Nucleus” 
ving 60 percent and the “Charters and GAA” cargoes enjoyed 27.4 percent 
inilar picture is presented for Oregon and Washington in table 4 with “Berth 
space” enjoying only 10 percent and “Nucleus” plus “Chartered and GAA” 
sunting for 89.5 percent. 
We will not say that there could not be reasons for this completely opposite 
ture inbound. Some might be presented by comparison of the inbound and 
itbound tables. However, the record does show an inverse picture and it would 
elm pertinent for the committee to determine why a similar improvement did 
t ‘ome about in this field. 
SPECIAL CARGOES 


Without going into detail at all on the figures, it can be said also from the 
tables that in the category of Special cargoes, Berth and space did not fare nearly 
so well as it did in other categories. The tables also show that a very substantial 

mount of these cargoes, sufficient to give employment to considerable vessel 
tonnage, remained with MSTS “Nucleus” and “Chartered and GAA” vessels. 

We can offer no criticism of this fact at this time because the industry does 
not know what percentage of the total special category (understood to be almost 
all vehicles) is represented by privately owned vehicles of military personnel and 
vhat percent is represented by Government-owned vehicles. The former cannot 

v be carried by privately owned vessels because of the interpretation that it is 

hibited by Federal statute. 

S. 2286 would remove this prohibition and permit the transport of such pri- 
vately owned vehicles in privately owned and operated ships. This bill, anthored 

Senator Magnuson of this committee has proceeded to the point of obtaining 
Defense Department approval. We hope that it can move forward early in the 
xf session, 





Qj” 


316 ALASKA AND WEST COAST TRANSPORTATION PROBLEMS 


We believe it might be of interest to the committee to determine what p 


of the category “Special Cargo” are military vehicles and which are priy 


MONTHLY FIGURES 


We feel we should make the observation to the committee that wit] 
figures which we have presented, and that additional information suggs 
the committee will be in the best position it has been for some time t 
i ‘ evaluate this question as s related to the Pacific coast. It 
derstood that these figures are available to your committee on a mont} 
month basis with some month or two lag. Thus in future deliberations of 
committee on this subject it may be that even more up to date figures « 
be supplied to the committee by MSTS. 
In conclusion we would like to point again to the improvement in a 
farge part of this picture brought about in the last year or more by the pri 
mmand of the Military Sea Transportation Service. The difficulty in 
lating with precision on this subject is fully understood by the industry | 
cause of changing military requirements. It is hoped however that as cor 
change in this service a consistent policy of maximum utilizatio 


space cun be preserved It would seem that this might be insured 
vy legislation and in part by an expression of the view of the Congress, 


PASSENGER TRAFFIC 

We do not have any comment to offer on this phase of the problem at this 
time, but may have at a later date. 

The reason for this is that one major passenger carrier on this coast | 
in very recent months executed a contract with MSTS for passenger carri 
Another such carrier is presently considering such a contract. 

This is a new development and the experience under the arrangement is t 
new to permit of any comment. 


TARLE 1 California: Outhound comparison fiscal 1954 and fiseal 1955 


of shipping arrangements used by Military Sea Transportation Ser 


trade out of California ports—transpacific 
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nly of fiscal 1955 avail ». 1955 figures projected on basis first 11 months, and know 
for first 11 months applied. 


e cases contain some cargoes for Canal Zone, Caribbean, South America, Brit 
e sian Gulf, Red Sea, and Indian Ocean, but they are such a small pe 
I f nicture. 


iCliik I 
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—Washington-Oregon: Outbound comparison—fiscal 1954 and fiscal 
> types of shipping arrangements used by Military Sea Transportation 
rvice in trade out of Washington-Oregon ports—transpacific 


California: Inbound ¢ 
shipping arrangements ised bu 


to California ports transpacijle 
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TARBLI —Washington-Oregon: Inbound comparison—fiscal 1954 and 
1955 '—types of shipping arrangements used by Military Sea Transport 


Nervice in trade into Washington-Oregon ports—trans pacific 
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100. 0 
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tract movement all « 


TABLE 5D 
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TABLE 6 


ted on basis first 11 m 


7,000 M/'T’ basis 


s in bot! 


TABLE 8 


Projected on basis first 11 months—fiseal years in both case 
27,000 M/T basis 


STATEMENT OF RopBert E. MAYER, PRESIDENT, PACIFIC AMERICAN STEAMSHIP 
ASSOCIATION 


The Pacific coast has a particularly important stake in the Panama Canal in 
view of the fact that a greater proportion of tonnage originating on or destined 
to this coast transits the canal than is the case with the ocean cargo of the 
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Atlantic and Gulf coasts. Several of the basic products of Pacific coast « 
merce are among leading commodities transiting the canal, such as gra 
lumber, oils, chemicals, just to name a few. 


LEGISLATION 


Legislation designed to provide a more equitable basis for assessing tolls on t 
commercial cargoes transiting the canal was introduced in both the Senate ar 
the House of Representatives during the first session of the present Congres 
The distinguished chairman of this committee, Senator Warren G. Magnus 
introduced S. 2167 in the Senate and the following Members of the House of 
Representatives, from both political parties, introduced identical companion bills 

H. R. 7239, King, Los Angeles 

H. R. 7305, Allen, Oakland 

H. R. 7393, Mailliard, San Francisco 
H. R. 7564, Miller, Alameda 

H. R. 7558, Hosmer, Long Beach 

S. 2167 and companion bills contain several basic provisions, including some 
purely administrative in character. Rather than take the time of the committee 
in reviewing the entire bill, which is already before it and will undoubtedly be 
the subject of further hearings, we would like to comment merely on those provi- 
sions which we feel will result in savings, both in tolls and Government expense 

The first of such provisions would require that the Canal Zone government, 
supported largely by tolls, be reimbursed by the Post Office Department, Treasury 
Department, Narcotics Bureau, Immigration Service, Bureau of Customs, Fed 
eral Bureau of Investigation, and Bureau of Prisons for work performed i: 
the zone by the zone government which is the responsibility of those agencies 
This would result in an estimated saving of $2 million per year in charges 
against tolls revenues. In other such United States Territories (Guam, Virgin 
Islands, ete.) there is an income tax “plow back” to accomplish the same thing 
Income taxes collected from zone residents are estimated at $2 to $2.5 million 
annually, with none of them reverting back to the zone. The GAO, however, 
has suggested the interagency credit system rather than the tax “plow back.” 

S. 2167 and companion bills also specifically require that all nontransit ac- 
tivities be self-supporting. This would remove from commercial cargoes transit- 
ing the canal an annual burden of approximately $5 million which results from 
canal management requiring tolls revenues to subsidize that amount of annual 
loss incurred by the Panama Canal Company operation of the Panama railroad, 
steamship line, hotels, ship-repair facilities, ete. Not all of these activities are 
necessary for commercial operation of the canal, and it was the intent 
Congress in the 1951 reorganization that these activities should be self-supporting 

Another provision of these bills would require that Canal Zone government 
costs be shared by tolls and other revenues in direct relation that tolls revenues 
bear to all other revenues. The purpose of this section is to approach more 
closely what Congress intended when the canal was reorganized in 1951. To 
date, under the reorganization, tolls have paid 84 percent of these costs whereas 
Congress intended that tolls only pay about 50 percent. The saving could relieve 
commercial cargoes of about $3 million per year at present levels of business 
activity. 

For these briefly stated reasons, this association supports adoption by the 
Congress of this legislation. 


LITIGATION UNDERSCORES NEED FOR LEGISLATION 


Twelve American-flag steamship lines recently brought a “class suit” against 
the Panama Canal Company to recover some $27 million in excess tolls alleged 
to have been charged since the July 1, 1951 reorganization date, and to compel 
a tolls hearing. The suit was filed on September 13, 1955, in the Federal district 
court for the southern district of New York. 

This litigation underscores the need for prompt enactment of S. 2167. The 
basis of the suit lies in the fact that the alleged tolls overcharge results from 
the Company’s charging business losses from the railroad, hotels, steamship line, 
ete., against tolls. This, we contend, is a misinterpretation of the Canal Zone 
code. If the lines prevail, those business losses will have to be absorbed by 
the taxpayer. If the Canal Company prevails, they will have to be absorbed by 
commercal cargoes transiting the canal. In either event, somebody has to pay 
for unnecessary business losses. S. 2167 would wipe out any future business losses 
by requiring that all nontransit business activities by self-supporting. 
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Because of the importance of this problem to the economy of the entire Pacific 
ast we sincerely hope that the Senate Interstate and Foreign Commerce Com- 
tte will place hearings on this proposed legislation high on the agenda im- 
ediately upon the reconvening of the second session of the Eighty-fourth Con- 
ess in January 1956, 

PROPOSED AMENDMENT 


However, before your committee proceeds with full hearings in Washington 
S. 2167 it is recommended that a corrected version be introduced changing 
tion 248 (a) to read as follows (The italic below being the suggested new 
guage): 

Sec, 248. (a) GENERAL PURPOSE OF CORPORATION.—The Corporation shall have, 
its major objective, the economic and efficient transiting of vessels through 

» Panama Canal. In effecting such major objective the Corporation shall oper- 

e the Panama Canal, including the locks, channels, towing facilities, and other 

cilities used in actual transit and, to the extent found necessary to accomplish 

ich purpose, it shall also operate facilities not used in actual transit; but except 
for such facilities engaged exclusively in providing goods and services for em- 
oyees such additional facilities shall be operated in a manner to be self-sup- 
worting. In determining whether or not a facility is self-supporting, the Cor- 
poration shall allow as cost the items of overhead, maintenance and operation, 
epreciation, interest on investment, and a proportionate share of the net cost 
of the Canal Zone Government.” 

It is suggested also that a second bill be introduced amending Section 412 of 
the Canal Zone code so as to price the sale of goods and services to canal em- 
ployees at levels equal to the Bureau of Labor Statistics in Washington, D. C. 
\ copy of such proposed second bill is attached. 

Che reasons for these two suggestions are as follows: 

1. When S. 2167 was originally drafted, the intent was to require that all 
business activities other than the operation of the Canal itself; that is, hotels, 
railroads, ship repair yards, etc., be self-supporting according to accepted account- 
ing standards. It was not intended, however, that the sale of goods and services 
to employees would have to be self-supporting according to the same formula. 
Language insuring against this was in the original draft, but was deleted at some 
time in the process of introduction. The reasons why it was suggested that 
sale of goods and services to employees be exempted from the self-supporting 
formula are: (a) Lack of evidence to date that United States employers with 
operations abroad make any such requirement of their United States citizen 
employees who are overseas and (b) opinions expressed to Mr. Harmon and I 
by Canal Zone officials in our conference with them at the zone November 29 
to December 3 that such a requirement would not be reasonable in the light of 
Canal Zone employment, and that the general consensus now is that such sales 

e at about the Bureau of Labor Statistics, Washington, D. C., level. 

2. Some formula for the sale of goods and services to employees should be 
in the code. Since such sales are exempt from the formula suggested in the new 
language set out above, and since the general consensus is that the sales are at 
Bureau of Labor Statistics, Washington levels and since those levels would ob 
viously not include extra costs involved in marketing them to employees at the 
one, the Bureau of Labor Statistics formula would appear to be worthy of 
examination by your committee. 


». 
A BILL To amend section 412 of the Canal Zone Code 


Be it enacted by the Senate and the House of Representatives of the United 
States of America in Congress assembled, That there be added to section 412 of 
the Canal Zone code, entitled “Bases of Tolls,” a subsection numbered 412 (b) 

1) reading as follows: 

“(b) (1) For purposes of determining total gross revenues of the Corporation, 
excluding tolls, gross revenues from the sale of goods and services to employees 
shall be included and all goods and services sold to employees shall be sold at 
prices determined by the Bureau of Labor Statistics as establishing at the Canal 
Zone a cost of living index the equivalent of that in the District of Columbia. 
The Advisory Board and the Governor of the Canal Zone shall. at least annually, 
take whatever action is necessary to establish prices in the Canal Zone on such 
a level as to make the cost of living equivalent to the current cost in the District 
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of Columbia. The prices for other services by the Corporation, excluding tran- 
siting service, are to be calculated in such manner as to cover all cost, including 
the items of overhead, maintenance and operation, and depreciation, and interest 
on investment. Provided, further, That the Corporation shall be reimbursed 
by the appropriate agency of the United States Government for the cost of provid- 
ing hospital facilities for Federal employees and for the cost of providing schools, 
or any other services rendered by the Corporation that would normally be ren- 
dered by an agency of the United States Government. In the event, however, 
that such reimbursement is not made or is delayed beyond the end of the fiscal 
year, then for the purposes of this section such cost shall be included as gross 
revenue of the Corporation as if such reimbursement had been made.” 

(Reimbursement to Corporation for cost of services provided for Government 
agencies. ) 

Mr. Mayer. I want to make a couple of observations, to highlight 
observations out of both these statements. First, talking about the 
Military Sea Transportation Service, that is the relationship between 
MSTS and private American merchant marine. I testified before 
Senator Magnuson’s committee during which time I had some infor- 
mation which was about a year old. 

We now have some new information which I think gives you a 
better opportunity to evaluate what MSTS is doing competition- 
wise. If you would turn to table 1, if you have the statements before 
you, you will note that it is headed “California outbound.” That is 
a tabulation of all the cargo controlled by MSTS outbound from 
California. You will note from its columns, “Nucleus, Charters, and 
GAA, Berth and space.” “Nucleaus” of course means the cargoes that 
go into the nucleus-owned fleet, MSTS-owned fleet. Charters and 
GAA are Government ships or private ships chartered to MSTS 
and “Berth and space” is what we are after. That is the regular 
berth line, American flag carrier. That is the carrier we want to sup- 
port. If you go under the “Berth and space” column and go down 
to the word “General” where it says “General” in the left-hand side, 
you will note that for the year’s total in 1945, which is in the left-hand 
side, there were 1.8 million tons of cargo. In 1955 it dropped to 1.3, 
but if you go to the bottom figure and you will not there is a substan- 
tial improvement in the berth and space participation. 

In other words, we jumped from 65 percent in 1954, 65.7—you will 
notice those figures—to 84.8 percent participation in 1955. 

The CuarrMan. That is general cargo. 

Mr. Mayer. That is general cargo, and you will note that that is 
the largest single mass of cargo controlled by MSTS. If you take 
it out to the total column on the extreme right and run your eye up 
and down, you will notice that outbound general cargo California is 
the biggest single mass of cargo. 

Therefore, I want to say orally, as well as written, that the Mili- 
tary Sea Transportation Service should be commended for this in- 
creased participation, increased allocation of general cargo outbound 
to the private merchant fleet. 

If you will turn to the very next page that you have there, you will 
have a table and if you will take the same precise position, go down 
“Berth and space, general,” you will note that in Washington, Oregon, 
M. S. T. S. jumped the participation of the ship from 48.7 percent 
to 90.4 percent, so again where it has counted the most, MSTS has 
cooperated. 

If you will now turn to tables 5 and 6, which is right near the end of 
the material you have before you, if you will run down you have a 
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column which is “Nucleus charter, GAA, what we call the Government 
handling of cargoes, and look under 1955, and you will see that we 
have a word called “loads” opposite each type of cargo, and it is 35.1 
plus 49.5 plus 3.7, and so forth. 

If you take all of those loads down there, you will find that for the 
year 1955, there was enough cargo being handled in the nucleus and 
charter and GAA fleet to provide 114 straight loads, full employment 
for 15 vessels for a full year. 

That brings us down to a point of evaluation which is the sensitive 
center of this question, whether we need 15 full ships a year, MSTS 
in the past, or 115 is a military question, and our industry would not 
comment on it. The extent to which this produces a nucleus threat 
above or below what the standard should be is a military question 
subject to review by the Congress, and we have no other comment 
than to simplify it and give you the figures. So much for the out- 
bound. 

On inbound we did not fare so well, and we don’t know the answer, 
and if you will turn to table 3, I can give you that picture very quickly. 
You will note in table 3 which is your ¢ California inbound cargo, go- 
ing out to the total pt once again, that is your biggest single mass 
of cargo, 391,000 tons in 1955. That is berth and space in contrast to 
only 12.5 percent of that inbound cargo, looking down the berth and 
space column for 1955. 

The CuarrmMan. Would automobiles come under that? 

Mr. Mayer. No; they are handled separately. So we handle 12.5, 
but if you add a nucleus to the charter and GAA in that category, you 
get them handling 87.5 percent in their own ships. One sheet further 
is table 4, and you will find an even worse situation for Washington 
and Oregon inbound with the berth h: undling but 10.5, and the nucleus 
and charter GAA handling, 76.9, which is a total of 86 percent in 
their ships. 

We wouldn’t say there couldn’t be reasons for this completely oppo- 
site picture. In other words, you get a picture where up in the north- 
west, for instance, they give the private ship 90 percent of the out- 
bound general cargo, but. coming back in they give them only 10 per- 
cent. That isa complete reversal of the picture. 

The CuarrmMan. That is one of the matters we hope they are going 
to come up with an answer on, if they have one. I don’t think they 
have one, frankly. 

Mr. Mayer. We think it might be well for the committee to take an 
interest in that question. 

The CHarrman, They always have an answer, but I don’t think 
it is satisfactory. 

Mr. Mayer. The next item we have is a special cargo, and that is 
automobiles, vehicles. Without going into detail on the figures—— 

The Cuarrman. Where is your table on that? Have you got a table 
on that ? 

Mr. Mayer. Yes; table 1. Run down to “special” and you will see 
that berth and space in 1955, outbound, handled 10.8 percent; “spe- 
cial” means vehicle. 

The CHarrmMaAn. How do these figures show they are doing on that 
now ¢ 

Mr. Mayer. Weare having 10 percent outbound California. 

The CuarrMan. There isn’t much inbound, is there ? 
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Mr. Mayer. There has been quite a bit; yes. 

The CuarrmMan. I mean automobiles. 

se Mayer. Inbound California was 320,000 tons in 1955. 

he CuarrMan. So that is picking up ? 

Mn Mayer. That is privately owned automobiles of military per- 
sonnel moving back and forth from post of assignment, plus military 
vehicles. We can handle military vehicles and we get some allocation 
of them, but by law we are prohibited — handling the privately 
owned automobiles of the military personnel, and thé 1t is covered by 
your bill S. 2286. 

As to that bill, we last year in Congress got as a Defense Depart- 
ment O. K.,r ight i in the last few days of Congress and Congress closed. 

The Cnarrman. Off the record. 

( Discussion off the record. ) 

The Cuarrman. Do you think, in view of these apparently better 
figures, better cooperation, better job, that the work of this committee 
has had somewhat of a little salutar y effect ? 

Mr. Mayer. I think the present command of MSTS has watched 
very closely the action of this committee, and that there has been 
response to it. I would like to say that they have come very close to 
recommendations of this committee and of the Hoover Commission 
with respect to the inbound cargo. 

The Cuarrman. Right there, for the purpose of the record and for 
all of you interested, they claim that S. 2286 is the only legislation they 
need, which I think we can get through, and the rest of ‘these matters 
can be handled administratively, and they have promised us, definitely 
by January 1956 on the Hoover Commission report, so I think we are 

making some progress. 

Mr. Mayer. I think this shows very great progress. 

The Crareman. I think right here, if you don’t mind, we will 
take a short recess. The reporter has to take a little time out. 

(Short recess taken. ) 

The CuHatrMan. The committee will come to order. 

The chairman wants to announce that Mr. Mayer will finish up his 
testimony here for the noon recess, and then this afternoon we would 
like to hear the Maritime Academy people because we have a directive 
to find out about that, and then we will go with the fishery people 
later. 

I told them I would stay here as long as they wanted to because 
they really have a serious problem and it is acute right now. It is one 
of these matters we have to look at so we will go ahead. 

Mr. Mayer. To wind up this M. 8S. T. S. thing, we would like to 
express the hope that as commands change in W: ashington, as the top 
command in M. S. T. 8. changes in Washington, that there will be 
some consistent policy of maximum utilization of berth space. The 
fact is, whether this is entirely an administrative or partly adminis- 
trative and legislative problem, we don’t know, but we know this com- 
mand has made a very substantial improvement and we hope that will 
be a consistent policy. 

The CHatrman. And Mr. Mayer, don’t you think we can resolve 
quite a few of these things when we have this hearing in San Fran- 
cisco, or the meeting ? 

Mr. Mayer. I think so. 

The CuatrmMan. When they come up? 
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Mr. Mayer. All except the automobile things. 

The Cuarrman, Which probably require legislation ? 

Mr. Mayer. That is right. 

The CHarrman. And “then, of course, you are also familiar with 
the long time bill I have had in on this question of M.S. T. S. cargo, 
but do you also feel that if this can be handled administratively and 
we needn’t pass that legislation if we can work this problem out. 

Mr. Mayer. It has been handled administratively in the outbound, 
generally. 

The Cuarrman. I don’t like to pass legislation if we don’t have to, 
if it can be done some other way. 

Mr. Mayer. One final point which is also a little bit of an improve- 
ment, is in the passenger end of the M.S. T. S. We don’t have any 
comment to make at this time because we have just recently, one of 
our major passenger carriers, has executed a passenger carrying con- 
tract with M. S.'T. S. and the other one is negotiating one at this time, 
both of which are new developments in this coast. We appreciate 
seeing them come along and our experience is too new for us to 
comment. 


The Cuatrman. You wouldn’t care to mention those lines by name, 
would you? 


Mr. Mayer. Yes; American President Lines and Matson Naviga- 
tion Co. 


The Cuarrman. And do you know whether or not that same policy 
will be instituted on the east coast too ? 

Mr. Mayer. We dont’ know. 

The Cuatrrman. But you know we are starting here ? 

Mr. Mayer. We are starting here. We have one contract and the 
other is in the talking stage. 

The Cuarrman. And that is the result of what we have been doing 
here, and I am glad to hear that is going on. I suppose they will 
have those done by January. Maybe that is one of the things they 
wanted to wait on. 

Mr. Mayer. I am sure they will. One is completed and the other 
is very nearly so. 

The CuarrmMan. If we could accomplish the same purpose from 
Puget Sound to Alaska, I would be very happy too. 

Mr. Mayer. Right. 

The Cuatrman. We have no passenger service now because of that. 

We will put your full statement in the record. 

Mr. Mayer. Thank you very much. 

The Cuarmman. And I want to thank you in behalf of the com- 
mittee for those tables. I know how much work has gone into those 
tables, and they will be very valuable to us. 

Mr. Mayer. I think it is the most up-to-date information we have. 
For the Panama Canal thing, I can handle it very briefly. 

The Cramman. I am informed, for the record, that the United 
States Lines and American Export also have passenger contracts with 
MSTS. 

Mr. Mayer. That is right. On the Panama Canal thing I have 
a statement which has been submitted for the record. 

Orally, I would like to make a few comments on the highlights. 
First of all, Senator Magnuson has a bill in, S. 2167, and there are 
five companion bills or identical bills in the House by Representa- 
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tives King, Los Angeles; Allen, Oakland; Mayard, San Francisco; 
Miller, Alameda, and Hosmer, Long Beach. — 

I don’t want to go into the details of what these bills provide be- 
cause it is before the committee, but there are a couple things I think 
are important highlights. One of the important provisions of the 
billisthis: The Post Office Department, the Treasury Department, the 
Narcotics Bureau, Immigration, Bureau of Customs, FBI, and 
Bureau of Prisons, all of those agencies under the terms of this bill 
would be required to pay back the Canal Zone Government for the 
work the Canal Zone Government does in their field. 

In other words, in the Canal Zone you have one Government body 
only, just one, and that Government body is doing all the work of 
the FBI, Treasury, Narcotics; they run the Federal penitentiary, 
several agencies, to the tune of about $2 million per year. 

In Guam and Vir gin Islands and other places you take care of that 
problem by having an income tax plow back; you take all the income- 
tax money that the people in Guam and Virgin Islands and Puerto 
Rico pay, and it is about $214 million in Panama, and you take it 
into the Treasury, and you revert it right back to that local govern- 
ment. That could be done in the Canal Zone, and you wouldn't worry 
about the Canal Zone Government taking care of the FBI’s respon- 
sibility, customs, immigration, and everything else. 

The General Accounting Office feels that the income tax plowback 
is not as appropriate in Panama as would be in interagency credit. 
This bill would call for the interagency credit, and that would take 
about $2 million a year off the backs of commercial cargoes going 
throughthe canal. That is one major highlight. 

The second one is that the bill that requires that all basic activities 
at the canal that aren’t the very canal itself be self-supporting. I am 
talking about a ship, two hotels, a railroad, a couple ship-repair yards. 
All these things lose money. 

What they are doing is that they are running the whole thing as one 
unit and they say, “We will let these departments lose money. Those 
departments are costing us $5 million a year; tolls are paying for 
them, the tolls on commercial cargo, and we have 52 percent of all 
Pacific coast cargoes going through the canal, as about 11 on the 
Atlantic, so it is a bigger piece of our little all.” 

The bill would require those things to be self-supporting, which 
would lop off another $5 million of business losses, and I won’t go 
into the detail on all this business, but it isn’t as shocking as it sounds. 
The Navy should take the shipyards; we don’t need them. They are 
going to close up the railroad anyway, and go to trucking, and so it 
isn’t as big a thing as it sounds, nor as revolutionary. 

Senator Kucner. What are they using the repair yards for now? 

Mr. Mayer. They keep them open for military and commercial 
shin repair, but it is very largely military. 

The Cratrman. Right there, Mr. Mayer, the chairman intends to 
set hearings on the bill, the Senate bill, as soon as possible when we 
resume, and T think the House Members here from California will 
see that the House merchant marine will also because there is really 
no pride of authorship in this matter; it is just to get the job done. 
I have some real hopes that we will accomplish something, to get this 
legislation moving. 

Mr. Mayer. I just have two remaining items. 
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The Carman. I just want to say there are two that I think we 
have never been able to figure out. I think an equitable formula never 
has been in effect on the defense costs of the canal, and what they 
should shoulder, and it is really a question of bookkeeping that the toll 
people are paying too much, and the defense people have not shouldered 
their share. 

Mr, Mayer. I think the 1950 reorganization bill, which was your 
bill, the intent was— 

The Cuarrman. They never followed out the bill very well after 
we passed it. 

Mr. Mayer. That is the reason for the litigation which has been 
filed, which is the next point. You will recall that in the reorganiza- 
tion bill of 1951, it was intended that each unit should be an independ- 
ent self-sustaining unit, railroads, steamship lines, and everything. 

The CHairman. That was the way I wrote it, anyway. 

Mr. Mayer. That is what the record shows, and the discussions and 
committee discussions on the floor. Nevertheless, what happened is 
that these $5 million per year business losses have been charged against 
tolls, since July 1, 1951, the day of the reorganization; that every 
business activity be self-supporting except the sale of goods and serv- 
ices to Canal employees. That means their food and their housing. 
We had exempted them from the self-support rule because the Amer- 
ican-Arabian oil, and other American corporations that have em- 
ployees abroad, don’t charge them for the full price of the can of 
beans to get it from San Francisco Harbor over to Arabia. They 
charge them on the scale of living about equal to where their com- 
munity is. 

Somehow or other, in the process of introduction, this insurance 
policy against charging all these transportation costs for employees 
got taken out, so we think it should be reinserted and that there might 
be an additional bill put in to price goods and services to employees 
at equal to the Washington, D. C., Bureau of Labor Statistics level. 

The CuHatrman. And you people are working with Mr. Pellegrini 
on the language? 

Mr. Mayer. Yes; there is proposed language attached to the 
statement. 

The Cuatrman. Allright. An questions, Tom ? 

Senator Kucuex. No. 

The CHarrMan. We will put in the record, as I said, your full state- 
ment and then at this point the Pacific Coast Committee on Panama 
Canal. 


(The statement is as follows :) 





PactFric Coast COMMITTEE ON PANAMA CANAL, 
Oakland, Calif., October 29, 1955. 
Re Panama Canal tolls, S. 2167. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 


Dear SENATOR MaGnuson: Thank you very much for the invitation to appear 
and testify at the hearings on the Panama Canal question scheduled for San 
Francisco on October 31, 1955. Much to my regret, I will be in Houston, Tex., on 
that date and therefore I am unable to appear in person to testify on behalf of the 
Pacific Coast Committee on Panama Canal. There are many capable individuals 
who will be available to testify and I will appreciate it if the following state- 
ment is placed in the record. 
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After more than 28 years of service in the Army, including 6 years duty in 
the Panama Canal Zone, I became port director for the Board of State Harbor 
Commissioners of San Francisco Harbor. While port director I learned that 
prior to World War II approximately two-thirds of the tonnage moving across 
the docks on the Pacific coast traversed the Panama Canal. Today approxi- 
mately one-fifth of the tonage moving across these same piers transits the Canal. 
Obviously something must be done about this decrease because of its effect on 
the entire economy of the Pacific coast area. As port director I became very 
active in studying the Panama Canal tolls problem in 1948 to 1950 and in seek- 
ing a solution which would be equitable to all. Our study indicated that the 
unwarranted burden which had been placed on commercial cargoes by Panama 
Canal tolls tended directly to stifle port development and hamper the operations 
of the American merchant marine. 

Having been partially successful in our efforts, resulting in the reorganiza- 
tion of the Panama Canal in 1951, I became intensely interested in 1954 in the 
program to bring about a more definite solution of the Panama Canal problem. 
With Mr. Charles P. Howard, president of Howard Terminals in Oakland, as 
cochairman, the Pacific Coast Committee on Panama Canal was organized be- 
cause we felt that it was essential that an opportunity be provided for all in 
terested groups and individuals to get together in furthering our efforts to obtain 
relief from the burdensome Panama Canal tolls either by administrative action 
or legislative enactment. 

Our committee again began a study of this problem in light of canal opera- 
tion under the reorganization which became effective in 1951. Our study in- 
dicated that additional legislative action must be taken to prevent the as- 
sessing to tolls of expenses which are not related to the transiting of com- 
mercial cargoes through the canal. We presented our findings and study ma- 
terial to all interested groups. 

The response on the entire coast was most satisfactory as will be attested by 
the numerous resolutions adopted by public port authorities, private terminals, 
shippers, service clubs, labor unions, and legislative bodies of States and munici- 
palities. (See attached list of organizations which have to date passed resolu- 
tions urging correction of the tolls problem). 

The various groups of associations interested in the production and dis- 
tribution of foodstuffs, lumber, steel products, petroleum, and other commodities 
vital to our west coast economy have acted in energetically supporting pro- 
posed legislation. 

Chambers of commerce and other civic associations have gone on record in 
support of the legislation designed to achieve permanent improvement in the 
matter of assessment of Panama Canal tolls. 

Our committee is pleased with the results achieved so far in this campaign 
and greatly appreciates the action of your committee in holding hearings on 
the Panama Canal question. We urge early action in the coming session of 
Congress looking toward the enactment of appropriate legislation. The Pacific 
Coast Committee on Panama Canal has unanimously endorsed S. 2167. Such 
legislation is essential to the port and terminal industry which in turn is so 
vital to the economic life of the entire West. 

Sincerely yours, 
Rosert H. WY ie, Cochairman. 


ORGANIZATIONS WHICH HAvE, AS oF AuGuSsT 10, 1955, PAssep RESOLUTIONS ON THE 
PANAMA CANAL PROBLEM 


SEATTLE-PUGET SOUND AREA 


Inland Empire Waterways Association. 

Mayor's Maritime Advisory Committee, city of Seattle. 
Pacific Northwest Trade Association. 

Port commission of the port of Olympia, Wash. 

Port Commission of the port of Seattle. 

Propeller Club, port of Seattle. 

Spokane Chamber of Commerce. 


PORTLAND-COLUMBIA RIVER AREA 
City of Astoria, Oreg. 
City of Seaside, Oreg. 
Commission of Public Docks, Portland. 
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East Side Commercial Club, Portland. 

International Association of Machinists, Lodge 26, Astoria, Oreg. 

I. L. W. U., Local 50, Astoria, Oreg. 

Oregon State Public Port Authorities Association. 
2acific Wool Growers, Portland. 

Port of Astoria, Oreg. 

Port of Portland, Oreg. 

Port of The Dalles, Oreg. 

Portland Wool Trade Association, Oregon. 

Port of Suislaw, Florence, Oreg. 

Port of Coos Bay, Oreg. 


SAN FRANCISCO BAY AREA 


Alameda Chamber of Commerce. 

Board of State Harbor Commissioners, port of San Francisco. 
Board of Supervisors of Alameda County, Calif. 

Board of Supervisors, city and county of San Francisco. 
Central Labor Council of Alameda County, Calif. 

City of Antioch, Calif. 

City Council of Alameda, Calif. 

City of Pleasanton, Calif. 

Grand Lake Taxpayers Association. 

Interservice Club Council, Oakland, Calif, 

Lions Club, Oakland. 

Marine Exchange, Inc., San Francisco, Calif. 

Marine Fireman’s Union, San Francisco, Calif. 

Mayor’s Committee on Shipping, Shipbuilding, and Ship Repair, San Francisco. 
Oakland Chamber of Commerce. 

Oakland Board of Port Commissioners. 

Oakland City Council, 

Port of Redwood City. 

Pacific American Tankship Association. 

Richmond City Council. 

San Francisco Bay Area Council, Inc. 

San Francisco Junior Chamber of Commerce. 

Stockton Chamber of Commerce. 

Stockton Port Commission. 

Women’s Civic Club of Oakland, Calif. 

Women’s Legislative League of Oakland and East Bay. 


LOS ANGELES-LONG BEACH AREA 


Board of Harbor Commissioners, city of Long Beach. 
Board of Harbor Commissioners, city of Los Angeles. 
Foreign Trade Association of Southern California, 
Hermosa Beach Chamber of Commerce. 

Long Beach Retailers Associated. 

Los Angeles Chamber of Commerce. 

Los Angeles Steamship Association. 

Paramount Chamber of Commerce. 

Printing Industries, Inc., of Southern California. 
Propeller Club, Port of Los Angeles-Long Beach. 

San Pedro Chamber of Commerce. 

Southern California Traftic Managers Conference, 
Wilmington Chamber of Commerce. 

Woodland Hills Chamber of Commerce. 


SAN DIEGO AREA 


Central Labor Commission of San Diego County. 
City Council, San Diego. 

Chula Vista Chamber of Commerce. 

Harbor Commission of the City of San Diego. 
Junior Chamber of Commerce, San Diego. 
National City Chamber of Commerce. 

Port of San Diego. 
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Propeller Club, Port of San Diego. 
San Diego Chamber of Commerce. 
State Board of Pilot Commissioners, San Diego. 


OTHER ORGANIZATIONS 


American Association of Port Authorities. 
California Association of Port Authorities. 
Caiifuruia Legisiature, 1955. 
California State Junior Chamber of Commerce. 
Intercoastal Lumber Distributors Association, Inc. , New York. 
North Atlantic Ports Association, Inc. 
Northern California Ports & Te rminals Bureau, Ine. 
Pacific Coast Association of Port Authorities. 
Rice Growers Association of California, Sacramento, Calif. 
Western Traffic Conference. 


Mr. Mayer. Mr. Chairman, Mr. Miller has a statement. 


STATEMENT OF CHARLES G. MILLER, MANAGER, TRANSPORTATION 
DEPARTMENT, SAN FRANCISCO CHAMBER OF COMMERCE 


Mr. Mixer. In the interest of conservation of time, Mr. Chairman, 
our statement can be submitted in the record, and virtually the only 
thing that hasn’t been commented on by Mr. Mayer is the fact that 
the ch: umber, through its board of directors, on September 1 indorsed 
this Senate bill of yours, S. 2167, and of course, Mr. Mayer has pointed 
that out. The attach re nts to our statement is merely a shipping 
register that is got out by the chamber which enlarges upon the scope 
of the importance of the shipping industry to San Francisco B: ay area 
and California as a whole. 

The only think I would like to add, which was implied, is this: That 
the chamber has had two committees actively working on this Panama 
Canal legislation for a number of years, and particularly on this bill, 
and as reporting for the committee, we would like to c omplime nt you 
as the author of the bill and the companion bills in the House on the 
complete analysis and thoroughness in which these problems have 
been brought forth and surmounted. We feel that if this legislation 
is enacted it will remedy some of the conditions and ultimately we 
hope will reduce the tolls. which is in vital interest to the bay area and 
the State and the Pacific coast as a whole. Just because of that 
chargeback we have filed a lawsuit against the Panama Canal Com- 
pany for $27 million in the Southern District of New York. When I 

say “we” I am not speaking correctly. It is the 12 steamship lines so 
far, and it will go up to about 25. who will join in this suit. 

The purpose of this suit is to make the Canal Company conform to 
what we think the law is: that is, that the business losses should not be 
charged against tolls. This lawsuit points up the need for the enact- 
ment of your bill this way. It means that the United States Govern- 
ment, the taxpayers, have to absorb about $5 million a year in business 
losses which nobody is hoping for asa result. 

If the Canal Company wins it means the tolls have to absorb $5 
million a year in unnecessary business losses. S. 2167 would wipe 
out the losses by making these things self-supporting, so we think 
the lawsuit underscores the need to enact the bill. 

One final point is that we hope that before your hearings, or during 
your hearings, or whatever time you think it is appropriate, you put 
in an amended version of S. 2167 to take care of one intentional error. 
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When the bill was first offered by the industry group, after consulta- 
tions with GAO, the provision was inserted. We will conclude by 
adding that we urge that this committee do everything possible to 
expedite the enactment of this legislation, and any further support 
that we can give the committee or the staff we will be very happy to 
do so. 

The Cuatrman. We will set the hearings as soon as we can after 
the Congress reconvenes and get at the matter. 

Mr. Mitier. I have nothing further to add. 

The Cuatrman. What did you think of the suggestion made regard- 
ing this shipbuilding thing, being manager of transportation? Do 
you think we can all get together just like we did on the air matter? 

Mr. Mituer. I am sure we can. 

The CuatrMan. Because we really accomplished something on that 
alr matter. 

Mr. Mitter. You certainly did, and further, I think we have taken 
steps already to coordinate that activity. I attended a shipbuilding 
meeting the other day in which there were definite steps taken along 
that line. 

The Cratrman. All right, Mr. Miller. We will include your state- 
ment in the record. The Shipping Register will be kept on file with 
the committee. 

(The document referred to above is as follows :) 


STATEMENT OF SAN FRANCISCO CHAMBER OF COMMERCE 


Mr. Chairman and members of the Committee on Interstate and Foreign Com- 
merce, my name is Charles C. Miller and I am manager of the transportation 
department, San Francisco Chamber of Commerce. I appear here primarily to 
urge this committee to do all in its power to bring about the enactment of Senate 
bill No. 2167 during the second session of the 84th Congress. That bill, as well 
as five companion bills in the House, would make certain changes in the adminis- 
tration of the Panama Canal which we believe would not only be constructive and 
equitable, but would correct a situation which has concerned us for many years 
in that it has imposed an unfair burden on commrecial shipping and in turn on 
the commerce of the port of San Francisco. 

Since S. 2167 was introduced by the distinguished chairman, you are probably 
familiar with its provisions and therefore time will be conserved by refraining 
from discussing them in detail. Suffice it to say that the bill and the companion 
House bills were carefully reviewed by two of our committees and that the com- 
mittees recommended that this chamber support them, which recommendation 
was approved by the chamber’s board of directors on September 1, 1955. This 
action is consistent with that taken on a number of measures affecting the Panama 
Canal in recent years, including support of the legislation that presently pre- 
scribes the powers and duties of the Panama Canal Company. 

Indicative of the interest of the San Francisco bay area in the pending legisla- 
tion is the fact that three of the House bills are sponsored by representatives from 
this area. San Francisco bay is the foremost Pacific coast port in point of tonnage 
and ranks third in the Nation. Nine steamship lines have their headquarters in 
San Francisco and 85 others are represented by agencies here. The trades directly 
affected by Panama Canal tolls are the intercoastal trade and those between the 
Pacific coast and Europe, northern Africa, the West Indies and the east coast of 
South Africa, which collectively represent a very substantial part of the shipping 
services of this area. Several of these services have not regained their prewar 
volume. In particular, the intercoastal service is in a preearious state. Within 
the last 8 years, one of the pioneer lines in this trade has discontinued service 
entirely and two others discontinued service from San Francisco. In addition, 
some of the prewar lines did not resume service after the termination of the 
war. 

Panama Canal tolls are an important cost factor in all of the services men- 
tioned, and any legislation which sets up a more equitable formula for the deter- 
mination of the proper level of tolls is in the public interest. We therefore hope 
that S. 2167 will receive early and favorable consideration. 
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The Cuarrman. We will recess until a little after 2 o’clock, and we 
will hear the maritime people and then the fisheries people. 

Thank you all for coming. 

(Whereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 2:15 p.m. of the same day.) 


AFTER RECESS 


(The committee reconvened at 2:15 p. m.) 

The CuarrmMan. The committee will come to order. 

The chairman apologizes for being a little late, but we had to go 
aboard a ship and couldn’t get off until now. We have only one wit- 
ness left on the general matter of maritime and ports. 

Is Mr. Feliz here? We will be glad to hear from you, and then 
we will go into the maritime matter. We will put your statement in 
the record in full. If you want to highlight it or whatever you wish 
to do, you may. 


STATEMENT OF FRANK FELIZ, GENERAL MANAGER, NORTHERN 
CALIFORNIA PORTS AND TERMINALS BUREAU, INC., SAN FRAN- 
CISCO, CALIF. 


Mr. Feuiz. Mr. Chairman, Senator Magnuson, Senator Kuchel, my 
name is Frank E. Feliz, general manager of the northern California 
port and Terminal Bureau, which is an association of the public ports 
and private terminals of the San Francisco Bay region and northern 
California, and includes the ports of San Francisco, Oakland, and 
Stockton, Howard, Encinal and Parr-Richmond terminals; and the 
Sacramento- Yolo port district. 

Our main concern in coming here today is to put before you this 
problem of competition of military terminals with the public and 
private terminals—that is, commercial terminals of the Pacific coast 
and the San Francisco Bay area. I believe this is the subject that 
hasn’t come too specifically to the attention of this committee as yet, 
but we are interested from the bay area standpoint in spearheading 
a Pacific coast program which has been joined in by the Atlantic 
coast ports and other ports of the Nation calling attention to a post- 
war policy which does seem to be out of line with tradition and former 
peacetime policies and the movement of Government cargoes over 
United States ports. 

The problem has been one of concern to port and terminal operators, 
both public and private, for the last several years, and I have a pre- 

ared statement here, but I will cover it in the interests of time in a 
ome oral statement. 

It was originally called to the attention of the Senate Appropria- 
tions Committee by Mr. Dudley Frost, director of the port of Oak- 
land and presently president of the Pacific Coast Association of Port 
Authorities, and Donald Dunn, president of Encinal Terminals. It 
has also been referred to, and action taken upon it in a report which 
we have here, the subcommittee report on business enterprises, as a 
result of a report prepared by this association earlier this year. 

That report was prepared and sponsored jointly by the California 
ports and terminals, including Los Angeles as well as the bay region 
terminals. I will cite some highlights from that. The information 
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contained in our report was also briefly summarized in a hearing 
before the Transportation Subcommittee of the Hoover Commission 
at a hearing in San Francisco on December 6, 1954, and the report 
of the Calitornia ports and terminals summarized briefly may be this 
way: 

ry. S . . 

Ihe continuance of large scale cargo handling operations of the 
Army and Navy terminals in the Nation’s harbor regions, with special 
reference to California and specific costs being carried on without due 
regard of the intent and purpose of the usage of such facilities when 
originally constructed for wartime and emergency purposes exclu- 
sively. 

On page three, referring further: 

The publicly owned port and terminal facilities and those owned or leased and 
operated by taxpaying business interests of California are: 

(a) thereby subjected to unfair competition from Federally owned and operated 
facilities, and are, moreover, 

(b) faced with continuing financial losses and lack of operating security 
caused by diversion of such nonsecurity tonnage over military facilities. 

This policy of continuing high level operation of military terminal facilities 
is detrimental to the civic welfare, financial stability, employment and revenues 
to be derived from long-established public and private facilities which are 
subject to Federal requisition under stress of emergency or wartime conditions. 

We have had quotations in the Pacific actually as stated further on 
page 3, following the war’s end, in which there was a meeting of 
the Bay Area ports and transportation conference here in San Fran- 
cisco and a documented statement : 

There is no question on the part of the Department of Defense or the District 
Corps of Engineers as to the adequacy of port and terminal facilities in this 
region. In fact, San Francisco Port of Embarkation statements have been issued 
to the effect that “in 1945, the peak wartime year of World War II, when 8 
million ship tens of dry cargo alone were handled—or in the biggest wartime 
month, May, 1945, when one load exceeded 1 million tons—the flow did not tax 
too heavily Bay Area port facilities—which could handle twice or more of this 
peak war load without being strained.” 

That situation, Senators, is also due today—existing today even toa 
greater degree because what tonnage is available, a combination of 
both commercial and government cargoes is being spread over the 
combined facilities of commercial and military terminal facilities 
operating to the best of their abilities. 

And then the argument as to the adequacy of port facilities, in that 
case— 
existing prewar value of port of San Francisco terminal facilities was in ex- 
cess of $120 million, while the port of Oakland facilities approximated $50 million 
in value. The Defense program emergency construction of terminal facilities in 
the San Francisco Bay Area amounted to more than $155 million, including one 
of the world’s largest supply terminal operations. 

The Bay Area and California ports contend that such extensive war- 
time expansion of military terminal facilities should be rightfully 
closed down and held for emergency stand-by use, as in the case of 
other defense construction projects, including supply depots, bases, 
military depots, warehousing, transportation equipment and the 
merchant shipping fleet, now in “moth-ball” status. — 

Certain points were raised—I won’t go into detail on those—except 
to highlight these two points. 
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Only military terminals can adequately train Army personel for 
defense purposes and must be maintained at high level operation to 
do so. 

The Cuairman. Of course, that I think, Mr. Feliz, is about as stupid 
an argument as they could put forth. We find military men up in 
Alaska 2 weeks ago being trained to be longshoremen; if something 
happens they are going to get out and get some longshoremen to do it 
so these fellows are havi ing a tour of duty about 2 years, and probably 
some of them are farmers from Iowa. T hey are going back and farm. 
They always use that argument, and I don’t know—I am just express- 
ing my personal opinion—but I think it is the most stupid argument 
they have. 

Mr. Fetiz. Far be it for us to argue with military statements. 

The Cuarrman. Why not argue with them; you pay their salaries? 

Mr. Fexiz. We like to do it on the ground of facts. Navy Reserve 
oflicer training is being carried out in our public ports and private 
terminals and the port authorities of the Pacific coast and nationally 
have a policy of offering to assist in any military training programs 
as established by the armed services. So that is the point that we 
certainly do not agree on with the military statement. 

The Cuamrman. Because if something happens and we need to use 
all these things, you call on these people and you take them in anyway. 

Mr. Feuiz. That has been a traditional policy y, of course. 

The Cuatrman. That is the way America has alw ays faced emer- 
gencies. Everybody gets in and does the job. 

Mr. Feiz. Of course, actually we have never been faced with the 
extent of expansion of military termina] facilities as we were in World 
War II, so it is a case of Federal Government competition maintain- 
ing itself in a peacetime period. 

The CuatrMan. Your point is, as I read your brief here, in many 
of these other phases of military activity where necessary, instead 
of facing out of it they have kept in this field of activity, and don’t 
seem to want to let go of it. 

Mr. Feiz. It seems to be a case of preservation of a military econ- 
omy. No one raises the question as to the needs for a defense program 
of certain degrees, but to carry it on to the point of depriving com- 
mercial, public and private port and terminal facilities of their nomi- 
nal right to carry cargoes of all types produced by the national econ- 
omy, and particularly nonsecurity cargoes, seems out of line with our 
program. 

It is a case where the public ports and terminals of the Nation aren’t 
able to declare a profit, not able to even operate at a break-even point 
in carrying out such a program. 

Mr. CrArrman. Then, of course, their costs are all bookkeeping 
and hidden and you have no idea what it costs us to operate those 
terminals, particularly when other terminals are available. If you 
had the advantages of what the military have to operate their terminal 
you wouldn’t have any trouble at all, would you? 

Mr. Frtiz. No. As a matter of fact, you have to operate from a 
profit and loss sheet in a public port, and even public ports—as I 
will point out here briefly later on—have already offered to open their 
books to an impartial auditing agency of government or private 
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agency, and to compare them with army operating costs and military 
operating costs. 

When I say Army, I mean the military, because we are dealing with 
both Army and Navy transport in this case. And then the question 
of whether or not there is a security factor involved in the handling of 

cargoes to the ports, and that military terminals should therefore 
handle these cargoes; after all, we handled them during the wartime 
period. They were taken over at the outbreak of the war -and had been 
taken over from time to time. In fact, after the war we had quite 
a terriftic time breaking loose some of the terminal facilities to the 
point where you weren't able to get back in business. That is the 
point that I think I raised on a general basis, but as you say, we can’t 
get into it until we are able to open the books or hold public hearings or 
oficial investigations. But it seems logical enough that security cargo 
factors could be covered to include ammunition, equipment, firearms 
and other security items on a classified basis. But foodstutfs, and all 
the way down to simple items like hay, have been carried and diverted 
from commercial terminals to military ships, operating from military 
terminals. 

The Ciaran. I don’t want to be facetious, but I know one instance 
where they made a classified shipment of hay. 

Mr. Feviz. That is right. 

The CuHatrMan. It was classified. 

Mr. Feuiz. Yes. 

The CuatrMan. I guess so no one will know where the horses were. 

Mr. Feuiz. Well, in summary, the California port and terminals 
report to the Hoover Commission concluded : 

It is our contention that the duplication and the extended usage of Government 
terminal facilities and the continued policy of handling Government cargoes over 
military terminals is a wasteful extension of wartime operations, and it is detri- 
mental to the return to normal peacetime operations of public ports and private 
terminals. 

The undersigned— 
these are the California ports— 
seek the allocation of nonsecurity cargoes which policy should have been 
recognized and enacted by the military transportation agencies shortly after the 
end of World War II. 

We now urge appropriate action leading to an equitable revision of these 
policies, and a guaranty to the harbor communities of the United States of their 
proper rights leading to the maintenance and development of an adeyuate and 
beneficial terminal plant system to serve the State and the Nation. 

As a result of that, gentlemen, the March 21, 1955, Transportation 
Subcommittee of the Committee on Business Organization of the 
Livover Commission, Mr. Shoemaker, Chairman, issued a report on the 
use of military port facilities versus public and private marine ter- 
minals and shipment of Armed Forces cargo. 

A transportation committee spelled out ‘the problem as being essen- 
tially, “Should the military services be in the business of operating 
marine terminal facilities at continental United States ports, and if 
so, to what extent ?” 

The Hoover Commission report showed that of all military con- 
trolled tonnage moved through all CONUS ports in 1954, a total of 
16,732,956 measurement tons was handled, of which 12,744,262 tons 
or more than 76 percent moved over military terminals. California 
ports showed the widest disparity in this pro rata percentage, inas- 
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much as a total of 1,582,327 tons of Navy tonnage handled in 1954, 
more than 97 percent, or 1,557,780 tons, moved over military facilities 
and the balance of only 3 percent, or 44,547 tons over commercial ports. 

That is merely an illustration for the record to show the type of 
problem we are trying to approach on a fair and impartial basis. In 
August 1955, as another illustration, the San Francisco port of em- 
barkation announced that it had achieved a total tonnage handled 
mark of 60 million tons since beginning its emergency operations in 
December 1941. 

At the end of the war a report issued by the San Francisco port of 
embarkation, published by the Stanford University Press showed a 
total of slightly over 36 million tons as a wartime figure. That leaves 
a balance of 24 million tons for the 10-year period from mid-1945 to 
mid-1955, and with due regard for the tonnage moved in postwar 
security activities, free and emergency, some of the security release 
shipments and others, we could hypothetically show that one-third 
being security, two-thirds being nonsecurity, that would have allocated 
about 18 million tons of nonsecurity cargo to the commercial ports and 
terminals of San Francisco Bay area alone. 

Tying that in with the nominal wharfage alone, not including other 
revenue derived for movement over other public ports and terminals, 
would have meant a total revenue of $8 million to our publicly sup- 
ported ports and private interest terminals. That $8 million, gentle- 
men, would have more than balanced the budget, the deficit of all 
California ports and terminals in 1953 in an economy survey showing 
the position of west coast terminals as filed with the Hoover Com- 
mission. 

So upon the basis of these rather briefly outlined notes, and due to 
a lack, of course, of data and information which we desire to explore 
and we hope that this Senate committee will interest itself in explor- 
ing, we wish to go on record as endorsing the high points of the Hoover 
Commission and recommend and set forth in that report 

The Cnarrman. That ison page 6? 

Mr. Feniz. Yes. That appropriate administrative policy or legisla- 
tion be adopted to fulfill these two major points, namely, the subcom- 
mittee report on business enterprises to the effect that the Department 
of Defense should establish and enforce a policy regarding the ship- 
ment of military cargo through commercial and military ports that 
will recognize the wartime importance of commercial port facilities 
and contribute to their support and development during peacetime. 

Also that military ports whose operation is not necessary during 
peacetime should be closed and placed in standby, if necessary. 

That is the end of the full recommendation, and for the record, and 
also as exhibits, we have submitted the other supplementary recom- 
mendations of the Hoover Commission and the recommendations of 
the transportation subcommittee. : 

That, gentlemen, is the view and summary recommendation of the 
Northern California Ports and Terminals which was shared and joined 
in by the California ports and by the Pacific Coast ports and by, 
I believe, endorsements for the record, Atlantic Coast and Gulf ports. 
We expect action at the American Association of Port Authorities’ 
convention in Houston this week which would indorse its presentation. 
We wish to express the appreciation of our group, of our member ports 
and terminals and the directors for the opportunity to appear before 
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you, and for your continued interest in maritime and port problems 
of the west coast. 

I did have reference also to indorse the Panama Canal toll proposal, 
unless you had some questions on this other point. 

The Cuamman. No. On the Canal tolls, I think we know the feel- 
ings of all the port people. In effect, what your brief here points 
out, is that there is no real reason for a military port to be in operation 
in competition with a commercial port, if that commercial port can 
do the job in peacetime and also be called upon to do the same job it 
did in any wartime emergency. . 

Mr. Fexiz. That is the major objective of the commercial ports. 
They have no definite quarrel—in fact, we have worked closely with 
the military at all times, but we find ourselves confronted with a post- 
war policy which is costing the public ports and the private terminals 
which are usually leased by the public ports, whether they be munic- 
ipal, State-owned, operated or otherwise, losing millions of tons, mil- 
lions of dollars annually by the diversion of tonnage. We do not be- 
lieve this is truly a military terminal function, and we ask only that 
measures be taken either through the Department of Defense or by 
legislation or amendment to present legislation which I understand is 
in the Congress concerning the competition of Federal Government 
activities with business enterprise. 

Perhaps such bills could be amended, perhaps you would have cer- 
tain suggestions as to the next steps we could take in following through 
on these recommendations. 

The Cuatrman. I think we surely would agree with the general 
idea that this matter of government competition which may have 
been necessary at one time, when it is not necessary should cease, and 
this is one phase that they never seem to want to get out of. 

Mr. Feviz. Well, the situation is, as we point out, they actually are 
using in many cases civilian personnel, commercial shipping lines, 
longshoring crews, and other phases of an operation, but at the top 
level, the Federal taxpayers, let’s say, we are all supporting the agora 
tion of that military terminal which is not operating at needed ca 
pacity. Whereas, we have to stand by and maintain commercial ports, 
public ports, try to maintain them and have them ready for emergency 
to do a job and yet without the funds which are now being channeled 
into the military operation. 

The Cuatrman. Well, I wear two hats here some days. I might 
discuss that at some length with them on the Appropriations Com- 
mittee, when they ¢ ome up for money. 

Mr. Friz. Well, Senator, we turned out the full force of the ports 
and terminals at this meeting. I think most of them are doing things 
at the Shamrock Hotel at a very important convention in Houston, 
but I know if we hold further hearings, have further information and 
exhibits which I would like to supplement with this statement today, 

we can begin to show on the record that there is factual reasoning 
behind the general policy, and that we can work out a cooperative 
arrangement whereby certain military prerequisites are met. 

We can still preserve our commercial and public structure of ports 
and terminals, and I thank you again for the opportunity. 

The Cuarrman. Any questions? 
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Senator Kucnex. No, Mr. Chairman. It does seem to me this might 
be one additional example of administrative cure of what is an ap- 
parent problem. It seems to me that the Department of Defense 
might well consider a more speedy and expeditious means of changing 
its results with respect to this situation rather than legislation, al- 
though the Senator has said also a question of money is involved, and 
there too the Appropriations Committee is important. 

The Cuarrman. We can work that out on a conciliatory basis, if we 
want to work it out that way. Legislation is always the final and the 


long way around. 
Senator Kucuet. Doing it the hard way. 
The Cuairman. We will attach your report, and thank you, Mr. 


Feliz. 
(The document referred to above is as follows :) 


STATEMENT OF FRANK E. Fetiz, GENERAL MANAGER, THE NORTHERN CALIFORNIA 
PORTS AND TERMINALS BUREAU, INC., SAN FRANCISCO 


The Northern California Ports and Terminals Bureau, Inc., is a nonprofit 
corporation representing the combined interests of the public ports and terminals 
of the San Francisco Bay Region, and includes the ports of San Francisco, Oak- 
land, and Stockton; the Howard, Encinal, and Parr-Richmond terminals; and the 
Sacramento-Yolo Port District. 

The bureau’s board of directors extend their greetings and commendation to 
the honorable chairman and members of this Senate committee for their coopera- 
tion in scheduling hearings on matters of vital concern to the ports and maritime 
industry of the San Francisco Bay Region. 

This bureau is primarily concerned at this hearing with the problem of com- 
petition by the Federal Government with business enterprise as represented by 
the long-established port facilities of the San Francisco Bay Region, California, 
and the Pacific coast. In fact, this unwarranted continuance of a wartime 
operation of military terminals in a peacetime economy has been the subject of 
concern by all major United States ports and terminals organizations to varying 
degree, so that the problem is a matter of national, and not entirely local, interest 
and should be directed to the attention of the forthcoming 85th Congress for 
appropriate investigation and legislative action. 

Initial protests against the continuance of this policy were presented in testi- 
mony before the transportation subcommittee of the Hoover Commission at a 
hearing in San Francisco on December 6, 1954. 

This protest was substantiated in a special report prepared by the Northern 
California Ports and Terminals Bureau for the transportation subcommittee, and 
signed by the major public ports and private terminals of California. 

Resolutions were later adopted by the California Association of Port Authori- 
ties in their 1955 convention at Berkeley, Calif., and by the Pacific Coast Associa- 
tion of Port Authorities at their 1955 convention in Honolulu in which these port 
bodies endorsed the recommendations contained in this report and urged: 

“Now therefore be it resolved that the Pacific Coast Association of Port Au- 
thorities lends its wholehearted endorsement to the findings and recommendations 
of the Transportation Subcommitee of the Subcommittee on Business Enterprises 
of the Commission on Organizations of the Executive Branch of the Government 
as contained in its report of March 21, 1955, entitled, ‘The Use of Military Port 
Facilities vs. Public and Private Marine Terminals in the Shipment of Armed 
Forces Cargo,’ as prepared by Mr. P. M. Shoemaker, committee chairman, and 
be it further 

“Resolved that this Association also is in complete accord with Recommenda- 
tion No. 38 of the Subcommittee on Business Enterprises of the Department of 
Defense as contained in its report dated June 1955, which reads as follows: 

““*The Department of Defense should establish and enforce a policy regarding 
the shipment of military cargo through commercial and military ports that will 
recognize the wartime importance of commercial port facilities and contribute to 
their support and development during peacetime. Military ports whose operation 
is not necessary during peacetime should be closed and placed in standby, if 
necessary,’ and be it further 
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“Resolved that the Department of Defense be urged to place these recommenda- 
tions into effect at the earliest possible date so that commercial terminal facilities 
"an enjoy the flow of cargo which they rightfully deserve.” 

The Atlantic Ports Association has also supported this request for congres- 
sional action. 

Summary of the report submitted jointly by California ports and terminals 
follows: 

The continuance of large scale cargo handling operations of the Army and 
Navy terminals in the Nation’s harbor regions, with special reference to Cali- 
fornia and the Pacific Coast, is being carried on without due regard of the intent 
and purpose of the usage of such facilities when originally constructed for war- 
time and emergency purposes exclusively. 

In a direct excerpt from the report : 

“This unwarranted policy of military terminal operation in a peacetime econ- 
omy obviously calls for 

“(a) mandatory restrictions by the appropriate Federal defense agencies, and 

“(b) congressional investigation to develop legislative or executive action 
leading to the permanent lay-up, or ‘moth-balling,’ of such facilities. 

“The publicly owned port and terminal facilities and those owned or leased 
and operated by tax-paying business interests of California are 

“(a) thereby subjected to unfair competition from Federally owned and oper- 
ated facilities, and are, moreover, 

“(b) faced with continuing financial losses and lack of operating security 
caused by diversion of such nonsecurity tonnage over military facilities. 

“This policy of continuing high-level operation of military terminal facilities 
is detrimental to the civic welfare, financial stability, employment, and revenues 
to be derived from long-established public and private facilities which are subject 
to Federal requisition under stress of emergency or wartime conditions.” 

Highlights of the report continue. 

The adequacy of San Francisco Bay area and California port facilities for 
maximum emergency usage has been endorsed by the Army Transportation Corps 
and the District Corps of Engineers : 

“There is no question on the part of the Department of Defense or the District 
Corps of Engineers as to the adequacy of port and terminal facilities in this 
region. In fact, San Francisco Port of Embarkation statements have been 
issued to the effect that ‘* * * in 1945, the peak wartime year of World War II, 
when 8 million ship tons of dry cargo alone were handled—or in the biggest war 
time month, May 1945, when one load exceeded 1 million tons——the flow did not 
tax too heavily Bay area port facilities, which could handle twice or more of 
this peak war load without being strained.’ ” 

To illustrate, existing prewar value of Port of San Francisco terminal facil- 
ities was in excess of $120 million, while the Port of Oakland facilities approxi- 
mated $50 million in value. The defense program emergency construction of 
terminal facilities in the San Francisco Bay area amounted to more than $155 
million, including one of the world’s largest supply terminal operations. 

The Bay area and California ports contend that such extensive wartime expan- 
sion of military terminal facilities should be rightfully closed down and held for 
emergency standby use, as in the case of other defense construction projects, 
including supply depots, bases, military depots, warehousing, transportation 
equipment, and the merchant shipping fleet, now in “mothball” status. 

Some of the controversial points raised by the armed services to defend their 
continued operation of military terminals are: 

1. Only military terminals can adequately train Army personnel for defense 
purposes and must be maintained at high level operation to do so. 

Answer: Navy Reserve officer training is now being carried on in public and 
private terminals, and commercial operators offer full cooperation with Federal 
defense training program in staffing their facilities with personnel in training. 
Why should Federal tax funds support multimillion dollar defense operation 
to duplicate similar commercial facilities for training purposes? 

2. Army states that combinations of security and non-security cargo move 
ments make it difficult to effect transfer of government cargoes to commercial 
terminals. 

Answer: There appears to be little foundation for such a claim, on the pre 
mise that nonsecurity cargoes would include such general items as foodstuffs, 
construction materials and equipment, relief commodities and other items which 
have always moved over commercial ports in both wartime and peaceful periods. 
Security cargoes can easily be classified as ammunition, military equipment, 
and personal effects of military personnel. 
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The foregoing statements were included in the joint report to the Hoover 
Commission’s Transportation Subcommittee with numerous exhibits stressing 
the savings to be made by the use of nonmilitary terminals and the ability of 
these public and private terminals to adequately handle all government car- 
goes offered. 

The general claims concerning the relative operating costs of military versus 
commercial terminals should be subject to an impartial survey by qualified, 
accredited, neutral accountants. The commercial terminals are prepared to 
submit their cost data for review by appropriate agencies, but the Army has 
declined, thus far, to divulge its operating figures. 

From long years of experience in meeting budgetary and competitive condi- 
tions, the commercial ports and terminals take the definite position that they 
can offer the government material savings in the handling of cargoes to the ulti- 
mate benefit of the taxpaying public. Federally supported military terminals 
also deprive commercial ports of revenue normally used to finance improve- 
ments of the latter’s facilities and services to better accommodate the partially 
subsidized United States merchant marine. 

The California ports and terminals report concluded : 

“It is our contention that the duplication and extended usage of government 
terminal facilities and the continued policy of handling government cargoes over 
military terminals is— 

(1) a wasteful extension of wartime operations, and 

“(2) is detrimental to the return to normal peacetime operations of public 
ports and private terminals. 

“The undersigned seek the allocation of nonsecurity cargoes which policy 
should have been recognized and enacted by the military transportation agencies 
shortly after the end of World War IT. 

“We now urge appropriate action leading to— 

“(a) an equitable revision of these policies, and 

“(b) a guaranty to the harbor communities of the United States of their 
proper rights leading to the maintenance and development of an adequate and 
beneficial terminal plant system to serve the State and the Nation.” 

On March 21, 1955, the Transportation Subcommittee of the Committee on 
Business Organization of the Executive Branch of the Government with Mr. P. 
M. Shoemaker as chairman issued a report to the general committee which 
included, ““‘The Use of Military Port Facilities Versus Public and Private Marine 
Terminals in the Shipment of Armed Forces Cargo.” Mr. Shoemaker’s commit- 
tee spelled out the problem as being essentially, “Should the military services be 
in the business of operating marine terminal facilities at Continental United 
States (CONUS) ports—and, if so, to what extent?” 

The Hoover Commission report showed that of all military controlled tonnage 
moved through all CONUS ports in 1954, a total of 16,732,956 measurement tons 
was handled, of which 12,744,262 tons or more than 76 percent moved over mili- 
tary terminals. California ports showed the widest disparity in this pro rata 
percentage, inasmuch as of a total of 1,582,327 tons of Navy tonnage handled in 
1954, more than 97 percent, or 1,557,780 tons moved over military facilities and 
the balance of only 3 percent, or 44,547 tons over commercial ports. 

In August 1955, the San Francisco Port of Embarkation announced that it had 
achieved a total tonnage handled mark of 60 million tons since beginning its 
emergency operations in December 1941. 

The San Francisco Army ports’ wartime record shows an approximate total 
of 36 million tons handled during the period 1942 to 1945. This would leave a 
balance of 24 million tons handled in the postwar period through the military 
terminal facilities of the San Francisco Bay region.’ 

With due regard for the tonnage moved in postwar security logistics and in the 
Korean emergency, this 24 million tons would undoubtedly show a multimillion 
eargo tonnage movement of nonsecurity Government cargoes which could and 
should have been handled through public and private ports seeking to regain 
their normal peacetime levels of financial and operating stability. 

The 24 million tons represent nominal wharfage revenues for California ports 
of approximately $12 million, which was thus channeled away from public and 
private terminals to be paid by Federal funds supporting the Department of 


1 Gateway to Victory, Stanford Press, p. 56 (S. F. P. E.). 
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Defense. As further evidence of the effect of such policy, the California Asso- 
ciation of Port Authorities filed an exhibit with the Hoover Committee for the 
calendar year of 1953 showing a gross revenue from cargo wharfinger activities 
of $10,590,494, and a total operating cost of $18,269,836, which includes pro- 
vision for a return on investment in accordance with rulings of regulatory 
bodies. 

For illustration, if one-third of the San Francisco Port of Embarkation’s 10- 
year (1945-55) 24-million-ton total was considered as security cargo and the 
remainder, or 16 million tons was classified nonsecurity to be moved over com- 
mercial terminals, the net wharfinger revenues to commercial facilities would 
approximate $8 million. Thus, the San Francisco Bay tonnage alone would 
provide more than a sum sufficient to balance the 1953 budget (deficit $7,679,342 ) 
of all California ports and terminals.” 

This does not include the related revenues developed in a public port and 
private terminal area through the use of afliliated service, facilities, and equip- 
ment. 

Upon the basis of the foregoing conclusions and recommendations of the 
Hoover Commission, the San Francisco Bay and northern California ports and 
terminals urge that this Senate committee give due consideration to the conclu- 
sions and recommendations set forth in that report, and that: 

1. Appropriate administrative policy or legislation be adopted to fulfill these 
two major points; namely that: 

a. The Department of Defense should establish and enforce a policy regarding 
the shipment of military cargo through commercial and military ports that will 
recognize the wartime importance of commercial port facilities and contribute 
to their support and development during peacetime. 

b. Military ports whose operation is not necessary during peacetime should be 
closed and placed in standby, if necessary. 

Furthermore, that consideration be given to appropriate action through hear- 
ings and investigation, that will insure adoption of a national policy to provide 
for sound maintenance and growth of the Nation’s commercial marine facilities 
and that will recognize the relationship of Government traffic to this purpose. 


PANAMA CANAL TOLLS, 8. 2167 


The bureau also supports and endorses action on S. 2167 concerning the neces- 
sary revision in assessing of expenses to tolls which are not related to transiting 
of commercial cargoe via the canal. We urge passage of this legislation to the 
end that the Nation’s vital domestic intercoastal shipping industry be main- 
tained and increased to the benefit of shippers and carriers serving the interested 
port communities and terminal facilities of the Pacific, gulf, and Atlantic coasts. 

Mr. Charles P. Howard, bureau president and cochairman of the Pacific Coast 
Committee on Panama Canal Tolls, together with the bureau board of directors, 
have gone on record in support of this Pacific coast effort to endorse congressional 
action on canal tolls leading to any possible revival of the once-flourishing, two- 
way oceanborne trade between the Atlantic and Pacific seaboards. 

In closing, I wish to express the appreciation of our bureau directors for the 
opportunity to appear before this committee and to have your attention and con- 
sideration in presenting problems whose solution is essential to the welfare and 
economic growth of the San Francisco Bay region and northern California. 

Officers : 

President: Mr. Charles P. Howard, president, Howard Terminal, Oakland, Calif. 

First vice president: Mr. Elmo E. Ferrari, port director, port of Stockton. 

Second vice president: Mr. Charles Tait, port director, port of San Francisco. 

Treasurer: Mr. John Parr Cox, president, Parr-Richmond Terminal Co. 

Mr. D. L. Dullum, president, Encinal Terminals, Alameda; Mr. D. W. Frost, port 
manager, port of Oakland; Mr. Wm. G. Stone, port director, Sacramento-Yolo 
port district. 


* Statement of economic position of west coast terminals, subcommittee report on business 
enterprises, Hoover Commission, June 1955, p. 199. 
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Cargo movements through California military terminals, January 1953 through 
September 1954, by quarters, in tons 








Navy 
Quarters Army ! Total 
M4. ©; Port N.8.A., 
Oakland Molate Stockton 
1953 
Outbound: 
January-March 380, 134 183, 912 64, 508 | 1, 865, 083 
A pril-June 1 378, 630 243, 191 57,112 | 1, 888, 787 
July-September 1, 283, 331 351, 781 335, 518 68,888 | 2,039, 518 
October-December 848, 807 314, 172 296, 487 58, 885 1, 518, 351 
Inbound | 
January-March 148, 341 | 275, 006 75, 696 65, 303 | 564, 346 
April-June 170, 686 302, 015 125, 370 62, 997 661, 068 
July-September 182, 182 265, 295 105, 345 56, 847 609, 669 
October-December 155, 581 | 236, 698 102, 743 54, 197 549, 219 
Intercoastal: 
January-March (2 (2) (2 12, 042 
April-June @ (2) (2) | 30, 659 
July September (3 (2 () 28, 235 
October—December @ (2 (2) 17, 563 
Total 5, 323, 810 2, 503, 731 1, 468, 262 488,737 | 9,774,540 
1954 
Outbound 
January-March 520, 942 260, 694 225, 451 52, 561 1, 059, 648 
April-June 604, 171 262, 548 301, 521 65,294 | = 1, 233, 534 
July-September 510, 354 227, 485 { 322, 874 64, 710 | 1, 125, 423 
Inbound | 
January-March 128, 306 237, 428 77, 673 64, 325 | 507, 732 
April-June 181, 933 232, 861 91, 671 68, 761 | 575, 226 
July-September 175, 208 208, 305 111, 132 42, 329 536, 974 
Intercoastal] 
January-March 6, 547 @ (2 (?) 6, 547 
April-June 14, 255 (2 (2) @ 14, 255 
July-September 20, 491 (2 : (?) 20, 491 
Total ’ 2, 162, 207 1, 429, 321 1, 130, 322 357, 980 5, 079, 830 


! Includes shipments through Oakland Army Base and ports of Stockton, Long Beach, and Eureka, in 
addition to shipments through San Francisco Port of Embarkation. 
2 Included in outbound and inbound figures, 


_Source: Data from information furnished by Office of Public or Technical Information for the Port of 
Embarkation and the Naval Supply Center. 


REPORT OF THE HOOVER COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 
OF THE GOVERN MENT CONCERNING THE USE OF MILITARY PORT FACILITIES VERSUS 
PUBLIC AND PRIVATE MARINE TERMINALS IN THE SHIPMENY’ OF ARMED FORCES 
Carco’ 

RECOMMENDATION NO. 38 


The Department of Defense should establish and enforce a policy regarding the 
shipment of military cargo through commercial and military ports that will recog- 
nize the wartime importance of commercial port facilities and contribute to their 
support and development during peacetime. Military ports whose operation is 
not necessary during peacetime should be closed and placed in standby, if neces- 
sary. 

TERMINAL AND PORT FACILITIES 


Most of the Armed Services waterborne cargo is shipped exclusively through 
the port facilities of the military departments. Existing armed services policy 
precludes commercial ports from handling military cargo in many cases; as a 
result commercial facilities in some areas have suffered severe financial losses, 
and their wartime availability has been impaired. While this subcommittee 
realizes that military marine terminals serve an important purpose in the 
supply and support of overseas operations, it believes that it is also essential 
to preserve, during peacetime, the wartime potential of commercial port facili- 
ties. 

During World War II, the Army and Navy (who handle Air Force and Marine 
Corps cargo, respectively) enlarged and constructed marine terminals to supple- 


1 Source: Directly excerpted from Subcommittee Report on Business Enterprises of the 
Department of Defense, pp. 49-51, June 1955. 
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ment private and public port cargo capacity. Since 1945, they have made primary 
use of their own facilities. For example, during fiscal years 1951 through 1954, 
over 95 percent of the Navy’s tonnage was shipped through military terminals. 
lhe Army shipped 66 percent of its tonnage during this period through military 
ports. 

The military departments justify the use of their own port facilities because 
of the need to have facilities and a force in being at all times to handle troops 
and classified military goods, and the need to make their operation economical. 
Other justifications advanced include the avoidance of labor disputes, the pos- 
sibility of port congestion, the distance between supply depots and marine ter- 
minals, and the employment of officers trained in port management. Basically, 
the services reason that since they must perform some of their port cargo services 
it is more economical to perform them all. Military ports supposedly must oper- 
ate at more than 70 percent of capacity to attain this desired level of efficiency. 

While this subcommittee believes that highly classified military equipment and 
troops should be handled by military ports, commercial facilities should be al- 
lowed to process military cargo when they can do so without impairing its secur- 
ity characteristics. Inasmuch as the military departments employ civilian 
stevedores and dock personnel to load security cargo at military ports, and inas- 
much as private industry transports this cargo at various stages of the supply 
pipeline, there appears to be no reason why all classified cargo must be handled 
by military ports of embarkation. 

The Army and Navy practice of shipping cargo through its ports in amounts 
sufficient to make their operation economical could prove to be false economy 
in the long run. This practice results in the handling of nonsecurity cargo by 
military ports, while adjacent commercial facilities, which must be relied upon 
during mobilization, operate at a loss. For example, seven commercial terminals 
in California suffered a loss of about $7.7 million during the 1954 fiscal year (or, 
in some cases, for calendar 1953). Yet, during the same fiscal year, commercial 
wharfingers in that strategic state handled only 3 percent of Navy cargo shipped 
through California marine terminals. 

While the immediate fiscal interests of the armed services may be to operate 
their wharves profitably, such departmental interests conflict sharply with our 
national mobilization policy to use private facilities wherever practicable in 
order to preserve their emergency utility. The Navy practice of shipping cargo 
through its own ports because they are closer to its supply warehouses should 
be reviewed in the light of these mobilization considerations. 

In regard to labor-management disputes at commercial ports, the Department 
of Defense has been very effective in securing pledges or assurances which have 
been honored by the disputants to move military cargo through strike-bound 
commercial ports. Similarly, commercial terminal facilities have offered to 
train personnel in wharfinger activities. 

Thus it is clear that a greater amount of military cargo can and should be 
shipped through commercial ports. Existing policies which prevent the maxi- 
mum practicable use of commercial ports by the military departments should 
be changed. 


(The following were submitted for the record :) 
PREPARED STATEMENT OF ALASKA MERCHANT LINE OF ALASKA, INC. 


(This statement is in addition to the oral remarks of the same date made by 
W. B. Heil, vice president of the Alaska Merchant Line of Alaska before the 
above named committee chairmanned by Senator Warren Magnuson.) 

The unique transportation problems of Alaska have again been brought into 
sharp focus with the recent discontinuance of all waterborne passenger service 
under United States flag vessels and the American merchant marine. 

Obscured by public attention on the passenger problem is the underlying fact 
that Alaska merchants and industry have long been tormented by deficiencies 
in both passenger and freight service. Vessels used for this service have in the 
main been obsolete or unwanted elsewhere and when put in the Alaska trade 
it has been with the minimum of reconstruction for the specific problems of 
Alaska commerce. 

Southeastern Alaska is a land of small villages and towns, all adjacent to the 
water with standard pier facilities. Because of the rugged terrain and the 
myriad of islands and channels, there will never be vehicular traffic between 
towns. All freight must move by sea or air. Supplying these towns calls for 
small, fast freighters with ability to discharge rapidly small amounts of cargo 
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and to move on with a minimum of loss of time. At many ports there are no 
longshoremen or longshoring facilities. Puget Sound is the principal trading 
area, where there are wholesaling or warehousing facilities. The nature of the 
service approaches that of a delivery service so that frequency and dependability 
are extremely important. 

It is now proposed to secure two new special-purpose vessels for southeastern 
Alaska service, incorporating all the advantages of modern materials handling 
methods. Weekly sailings from Puget Sound ports are planned. The regular 
schedule would provide service to Ketchikan, then continue on to Wrangell, 
Petersburg, Sitka, Juneau and Skagway and the many other smaller ports and 
new industrial locations being developed throughout southeastern Alaska. Ad- 
ditional ships are assured as the economy of the region develops, and expanded 
service is required. 

While this has no direct bearing on the passenger traffic problem of central 
Alaska, the fact that these freight vessels will accommodate 12 passengers per 
voyage (16 passengers in intra-Territory service) will be of great help to south- 
eastern Alaska. 

One of the major difficulties of the present-day marine transportation stems 
from greatly increased loading. and discharging costs. Other industries have 
kept pace of materials handling costs by improved design, new equipment specif- 
ically constructed for their individual problems, and substantial investments in 
modern methods and equipment. Old ships and vessels using conventional ship’s 
gear do not lend themselves to improvements wherein they may take advantage 
of present-day industrial advances. 

The special-purpose vessels to be built by this corporation are designed to per- 
mit present-day economies established by material handling methods to carry 
over into water-borne commerce. 


M/V’s “KETCHIKAN MERCHANT” AND “JUNEAU MERCHANT” 


Each vessel to be constructed will be approximately 250 feet in length with a 
beam of approximately 45 feet, with a total cargo capacity of over 2,000 tons, 
including cold storage, cool room, liquor, and general cargo capacity. The de- 
sign of the ships provides for clear space in the hold, the loading and discharg- 
ing of the vessels will be by means of elevators and lift trucks. 

Each vessel will be powered by diesel engine driving a single screw. The 
average voyage speed will be 14 knots. 


INCREASE CARGO HANDLING 


A large part of the troubles of marine transport stems from greatly increased 
material handling costs, without corresponding increase in productivity. Records 
show that tonnage per man-hour has decreased in the Northwest and Alaska and 
is down to approximately 1 ton per hour per man in many ports. Presently 
operated ships, using conventional ship’s gear do not lend themselves to improve- 
ments in methods. The vessels described herein are specially designed to per- 
mit present day economies, established by modern materials handling methods, 
to carry over into waterborne general cargo making it possible to load and dis- 
charge cargo 3 to 4 times faster than is possible with conventional cargo han- 
dling methods, which include: 


Full use of modern material handling equipment 

Most effective use of cargo space 

Use of bulk cargo containers 

Increased protection for products shipped 

Faster handling from consignor to consignee 

More economical accounting, checking and record keeping 
Reduction of manual handling of cargo 

Use of low cost expendable pallets and unit containers 


GO SI > OT OO NS ps 


MATERIALS HANDLING EQUIPMENT 


The Ketchikan Merchant and Juneau Merchant as special purpose vessels will 
not be equipped with conventional ship’s gear. Therefore, consideration of their 
cargo gear is very important. 

Each vessel will be equiped with a 180° rotating crane. This crane will han- 
dle such cargo that cannot handled by lift trucks, and for certain deck cargo, 
such as automobiles, trucks and construction equipment. 
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tach vessel will be equipped with special designed lift trucks, the specifications 
of which meet the deck loading characteristics of the vessels and the capacities 
of the elevators and shore installations. Each vessel will be equipped with inter- 
changeable accessories for this equipment to handle all categories of general 
cargo, such as, palletized cargo, items that can be handled by clamps, or by crane 
attachments for handling such items requiring handling by slings, or equipped 
with lifting eyes. Special attention is being given to the safety features of this 
equipment and the maximum interchangeability with ease of maintenance. 


TARIFFS 


Surveys made with both the consignee and the consignor on the subject of 
tariffs have indicated that commodity rate using weight only is one of the features 
of the service greatly desired. Serious consideration is being given to this pos- 
sibility. Such a tariff schedule would therefore follow the schedules of classifi- 
cation as used by the railroads and trucking industry. It is also proposed that, 
the advantages of shipping unitized freight would be acknowledged by a preferen- 
tial rate structure on any and all goods so shipped. It is also going to be possible 
to accept all categories of freight in the manner that they are prepared for ship- 
ment by domestic carriers; it will not be necessary to prepare for export ship- 
ment as is so commonly required by waterborne carriers. 


CARGO INSURANCE 


An all-risk insurance coverage is being studied to be included in the tariff that 
will be established for this operation. This means, a more flexible and easily ad- 
ministered on-the-spot claims settlement and affords the consignee the knowledge 
that all shipments will be adequately and completely covered without the neces- 
sity of having to make special arrangements or notifications on each shipment. 


CARGO CONTAINERS 


Following an increasing practice among more advanced shipping management 
wherein the consignor furnishes or supplies returnable containers for his ship- 
ments, it is planned that these containers will be returned from the dock of 
destination to the dock of departure without an extra charge or demurrage. This 
has been found to be a desired service as many shippers would furnish their own 
containers because of the type of commodity being shipped having special require- 
ments as to protection and exposure, not only during handling but in storage at 
their own and the consignee’s location. 


INTRA-ALASKA VEHICULAR FERRY ACCOMMODATIONS AND MOVEMENTS 


Throughout southeastern Alaska the inability currently to move automobiles 
except at exhorbitant shipping charges is a very vital matter. The ability of 
a passenger traveling intra-Alaska to drive his car on and off the vessels has 
been fully considered and engineered for. These automobiles would be carried 
as an excess baggage item with a proportional tariff applying to the ports 
between which this traffic is carried. To make it possible for the industries and 
people of southeastern Alaska to take advantage more fully of the expand- 
ing road program within the Territory, between Ketchikan and Juneau, alter- 
nate sailings would rotate their direction of sailing thus affording intra-Alaska 
traffic that does not now exist by a common carrier. 


SOUTHBOUND CARGO 


With the economic expansion of southeastern Alaska, the ability to ship to 
the markets outside of the Territory is an increasing problem. It is not pro- 
posed that this operation would put minimum tonnage requirements upon out- 
lying developments which are rather off the regular schedule route so high as 
to penalize these industries in their ability to ship to their markets. Many new 
wharfs are being contemplated in connection with these new operations, and 
it is of interest to them that these new vessels require less elaborate facilities 
than are required for regular deep water types of vessels. 

Southeastern Alaska is a unique transportation problem. A study of the 
map will reveal that it consist principally of islands of the Alexander Archi- 
pelago which lie off a precipitous and rugged foreshore. The mainland area 
extends only 40 to 50 miles inland to the Canadian border, which is fixed 
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at the summit of the coast range. The shore is deeply indented by numerous 
fiords and channels. Most of the principal cities are on the islands, only 
Juneau, Skagway, and Haines being on the mainland. Customary ship routes 
run through the various straits and channels, and are so protected that all 
are officially classified as inland waters. 

The services of the Alaska Merchant Line of Alaska, as well as the vessels 
of this firm have taken into consideration all of the foregoing physical limita- 
tions of southeastern Alaska, as well as the existing economic and future needs 
of this area in its organization. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
New York, N. Y., October 19, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 

My Dear SENATOR MaGNuSON: The majority of the members of the American 
Merchant Marine Institute have their headquarters on the east and gulf coasts 
but of course their United States-flag shipping services are not restricted to these 
areas; in fact, many of them operate regular berth services to and from west coast 
ports. The institute, therefore, desires to record its keen interest in the hearings 
you have scheduled for late October and early November on the west coast, which 
we understand will include inquiry into the activities of the Miltiary Sea Trans- 
portation Service (MSTS). 

We had hoped that at least some of the recommendations of the Hoover Com- 
mission Report on Transportation, issued last March, would by now have been 
accepted by the Department of Defense. We are greatly distressed by the inordi- 
nate delays which have taken place particularly since virtually all of these 
recommendations could have been effectuated by administration action. The 
institute strongly supports the recommendations of the Hoover Commission 
since they adhere to the fundamental principle that MSTS competition with 
the privately owned merchant marine should be curtailed or eliminated. How- 
ever, as you will see from the enclosed copy of our letter of September 7, 1955, 
to Secretary of Defense Wilson, MSTS is still operating 33 commercial-type T-2 
tankers in the point-to-point transportation of petroleum while 26 privately owned 
tankers are laid up due to lack of business. There appears to be no doubt that 
legislation, such as 8. 822 and 8. 2286 introduced by you in the first session of 
the 84th Congress, will have to be enacted to force action on the part of the 
Defense Department. 

Please be assured that the entire United States-flag shipping industry will fol- 
low closely testimony developed and conclusions reached at the forthcoming west 
coast hearings. 

Sincerely yours, 
FRANCIS T. GREENE, 
President. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
New York 4, September 7 1955. 
Hon. CHARLES E. WILSON, 
Secretary of Defense, Washington 25, D.C. 

My Dear Mr. SECRETARY: Over the past 2 years we have exchanged numerous 
letters and held a number of discussions and official conferences with members 
of your staff on the subject of the operation by MSTS of Government-owned 
tankers in competition with the American tanker industry. ._ It has been our posi- 
tion that the commercial-type Government-owned tankers operated by MSTS in 
the so-called point-to-point or commercial-type transportation of petroleum should 
be laid up and replaced by privately owned tankers chartered in the open market. 
We do not wish to be repetitious, therefore refer you particularly to our letter 
of August 13, 1954, to Assistant Secretary of Defense Pike in which we sum- 
marized the considerations advanced on behalf of the American tanker industry 
at a meeting on August 10, 1954, with Messrs. Lanphier, Smith, Sheaf, and 
Colonel Vissering of your office, and Admiral Denebrink and Mr. Morse of MSTS. 

The purpose of this letter is to let you know that our interest in the subject 
has not abated in the slighest degree. As of today there are 26 privately owned 
United States-flag tankers, mostly T-2’s, idle due to lack of business. MSTS is 
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still operating 33 commercial-type T-2’s. The tanker market remains depressed. 
At the present time charter rates for T-2 tankers from Port Arthur, Tex., to 
ports north of Hatteras, stand at about USMC rates minus 22 percent for either 
clean or dirty ships. One of the highest authorities on forecasting tanker re- 
quirements has estimated that the worldwide surplus of tankers in 1955 will 
prove to be equivalent to 150 T-2’s compared with an average surplus in 1954 
of 114 T—2’s. 

We believe the time is appropriate to make these further representations to 
you in view of recommendations 7 (a), 9 (d), and 11 (b) of the report on trans- 
portation of the Hoover Commission which read: 


Recommendation 7 (a) 

“That Department of Defense directives be so clarified that Government-owned 
ships will not be operated when private facilities can render adequate service 
at reasonable rates, except for clearly established military security reasons.” 
Recommendation 9 (d) 

“That steps be immediately undertaken to substitute privately owned T-2’s 
for contract-operated Government-owned tankers in point-to-point petroleum 
transportation.” 


Recommendation 11 (b) 

“That Department of Defense policy directives be revised to reduce the Mili- 
tary Sea Transport Service nucleus fleet in view of the actual services which 
private industry can render.” 

In an appearance before the Merchant Marine and Fisheries Subcommittee of 
the Senate Interstate and Foreign Commerce Committee on July 12, 1955, Mr. 
Earl B. Smith, Director of Transportation and Communications in the Office of 
the Assistant Secretary of Defense for Supply and Logistics, stated that you had 
appointed Mr. Charles A. Coolidge to make a careful review of all reports of 
the Hoover Commission to determine the applicability to the Department of 
Defense, the extent to which the recommendations should be put into effect, and 
to recommend the manner of doing so. Press reports indicate that Mr. Coolidge 
will give first consideration to the less controversial recommendations. Although 
there may be some controversy in connection with the operation of commercial- 
type tankers by the military, the adverse effects of this operation on private in- 
dustry lead us to urge that this problem be given as prompt attention as possible. 

In conclusion, we recall that when Public Law 575 was approved on August 10, 
1954, MSTS expressed its willingness to retire the contract-operated tankers upon 
the readiness for chartering of the new vessels to be built under this act. It was 
generally understood at that time that the culmination of this plan was approxi- 
mately 2 years off. A full year has passed and not only have no contracts been 
awarded under Public Law 575 but the General Accounting Office has now in- 
formed Senator Magnuson that its “review of bids submitted” will be delayed 
indefinitely. Meantime, the American tanker industry continues to suffer from 
yovernment competition which definitely conflicts with congressionally estab- 
lished maritime policy. 

Very truly yours, 
FRANCIS T’.. GREENE, President. 


x 











